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TUESDAY, MARCH 20, 1956 


Unrrtep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Houstine, 
Washington, D.C. 

The subcommittee met, pursuant to call, in room 301, Senate Office 
Building, at 10:10 a. m., Senator John Sparkm: un (chairman of the 
subcommittee) presiding. 

Present: Senators Sparkman, Lehman, Capehart, Bush, and Payne. 

Senator Sparkman. Let the subcommittee come to order, please. 

The Subcommittee on Housing begins hearings this morning on 
the principal bills referred to the subcommittee. As has been our 
custom in the past, these hearings will be devoted to discussion and 
consideration of a series of proposals for amendments to the various 
housing acts over which the subcommittee has jurisdiction. 

The bills to be considered are as follows: 

S. 1536, by Senator Welker, to dispose of farm-labor camps; 

S. 2565, by Senator Magnuson, to amend the United States Housing 
Act of 1937 to permit utilization of dwelling units in low-rent projects 
occupied by blind tenants for commercial purposes ; 

S. 2640, by Senator Clements, to revive and extend authority of 
HHFA to make loans or grants, or other payments for the construction 
of hospitals; 

S. 2736, by Senator Byrd, for conveyance of housing project to Alex- 
andria, Va. ; 

S. § 2762, by Senator Payne, to authorize assistance in the provision 
of housing for elderly families; 

Ss. 2790, by Senator Sparkman, to authorize assistance in the pro- 
vision of housing for elderly persons; 

S. 2848, by Senator Johnston, to provide for order of filling vacan- 
cies in armed services housing ; 

S. 3057, by Senator Monroney, to permit apartment projects con- 
structed under National Housing Act to provide transient or hotel- 
type accommodations if such accommodations were furnished in such 
projects prior to May 28, 1954; 

S. 3158, by Senator Lehman, to amend certain laws relating to the 

rovision of housing and the elimination of slums, to establish a 
ational Mortgage C orporation to assist in the provisions of housing 
for families of moderate inc ome, and for other purposes; 

S. 3186, by Senator Sparkman, to provide for the establishment of a 
Commission on National Housing Policy: 

S. 3190, by Senator Johnston, to authorize the FNMA to enter into 
advance commitment contracts to purchase, and purchase at .par, 
certain mortgages covering low-cost residential housing; 
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S. 3296, by Senator Fulbright, to amend the Federal National Mort- 
gage Association Charter Act to encour: age private transactions in 
FHA-insured and VA- guaranteed mortgages at stabilized prices 
which approach or equal par value of suc h mortgages, and for other 
a aan 

S. 3302, by Senator Capehart, to extend and amend laws relating to 
the provision and improvement of housing and the conservation and 
deve lopme nt of urban communities ; 

S. 3309, by Senator Capehart, to Salen and enlarge the authority to 
provide housing for servicemen through the use of mortgage financing 
and for other purposes ; 

S. 3346, by Senator Sparkman, to continue the authority to make 
funds available for loans and grants under title V of the Housing 
Act of 1949, as amended; and 

H. R. 7540, by Congressman Patman, to provide for the sale of 
Government-owned property to the city of Hooks, Tex 

We will insert a copy of each of these bills in the record at this point. 
Following this we will insert the departmental reports on the bills. 
Without objection this will be done. 


(The bills and reports referred to follow :) 


{S. 1536, 84th Cong., 1st sess.] 


A BILL To provide for the relinquishment and disposal of farm labor camps under the 
jurisdiction of the United States Housing Authority 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (f) of section 12 of the 
United States Housing Act of 1937, as amended, is amended by striking out all 
that follows the third sentence and inserting in lieu thereof the following: “The 
Authority is authorized, upon the filing of a request therefor, to relinquish, 
transfer, and convey without monetary consideration all its right, title, and 
interest in and to any such project or any part thereof (including such land as 
is determined by the Authority to be reasonably necessary to the operation of 
such project, and any contractual rights to revenues, reserves, and other proceeds 
therefrom) to any public housing agency whose area of operation includes such 
project. Any such relinquishment and transfer shall be conditioned (1) upon 
an occupancy preference being accorded primarily to low-income agricultural 
workers and their families, and secondarily to other low-income persons and 
their families, and (2) upon the project being utilized for the benefit of such 
low-income groups, or otherwise utilized for public purposes, for a period of ten 
years from the date of such delinquishment and transfer. If, at any time after 
such relinqguishment and transfer, there are no eligible applicants in such 
preference groups for vacant accommodations in any such project, other persons 
may be permitted to occupy such accommodations until such time as there are 
eligible preference applicants for such accommodations. The Authority may 
dispose of any project or part thereof not relinquished and transferred as 
herein provided, or any reversionary or other rights in any such project, pursuant 
to subsection (e) of section 13 of this Act, notwithstanding the parenthetical 
clause in such subsection. Pending the transfer or other disposition of such 
projects the Authority may continue present leases and permits, or may enter 
into new leases with public bodies or nonprofit organizations for the operation 
of such projects, and may make necessary improvements thereto and pay any 
deficits incurred in their improvement and administration out of any funds 
available to the Authority under this Act. Appropriations to reimburse the 
Authority for any amounts expended pursuant to this subsection, in excess of the 
funds transferred with such projects, are hereby authorized.” 
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[S. 2565, 84th Cong., Ist sess.] 


A BILL To amend the United States Housing Act of 1937, as amended, to permit, in cer- 
tain cases and in the discretion of the local public housing agency, the utilization of 
dwelling units in low-rent housing projects which are occupied by blind tenants for 
commercial purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 15 (8) (c) of the United States 
Housing Act of 1937, as amended, is amended by inserting before the semicolon 
at the end thereof a colon and the following: “Provided, That, subject to the 
provisions of this paragraph (8) relating to maximum income limits for families 
occupying low-rent housing projects, nothing contained in this Act shall be 
construed to prevent any public housing agency from permitting in its discretion 
any tenant family, the head of which is blind and, which is living in a low-rent 
housing project administered by such agency from utilizing the dwelling unit 
occupied by it for commercial purposes, if such agency shall determine that the 
utilization of such unit for such purposes will reduce or eliminate the need of 
such family for public assistance, and will not interfere with the use and enjoy- 
ment of the housing project by tenant families for dwelling purposes.” 





{[S. 2640, 84th Cong., 1st sess.] 


A BILL To revive and extend the authority of the Housing and Home Finance Adminis- 
trator to make loans or grants, or other payments for the construction of certain 
hospitals 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That, notwithstanding the provisions of sec- 

tion 104 of the Defense Housing and Community Facilities and Services Act of 

1951, as amended, the authority of the Housing and Home Finance Administrator 

under section 304 of such Act to make loans or grants, or other payments to public 

and nonprofit agencies for the construction of hospitals is hereby revived and 
extended with respect to public and nonprofit agencies which have, prior to June 

30, 1953, applied under such section 304 for such loans or grants, or other pay- 

ments for the construction of hospitals, and have been denied such loans or 

grants, or other payments solely because of the unavailability of funds for 
such purpose. 
Sec. 2. The authority granted to the Housing and Home Finance Administrator 

by the first section of this Act shall expire June 30, 1957. 

Sec. 3. There is hereby authorized to be expended from appropriations the 
sum of $5,000,000 for the purposes of this Act for each of the fiscal years ending 

June 30, 1956, and June 30, 1957. 





[S. 2736, 84th Cong., Ist sess.] 
A BILL To authorize the conveyance of housing project to the city of Alexandria, Virginia 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, notwithstanding any other provisions 
of law, the Housing and Home Finance Administrator is authorized to sell and 
convey at fair market value as determined by him on the basis of an appraisal 
made by an independent real-estate expert to the city of Alexandria, Virginia, or 
to the Alexandria Redevelopment and Housing Authority, or to any agency or 
corporation established or sponsored in the public interest by such city, all of 
the right, title, and interest of the United States in and to the Chinquapin Village 
housing project, VA 44131, located in Alexandria, Virginia. Any sale pursuant 
to this authorization shall be on such terms and conditions as the Administrator 
shall determine, and the amount received for the project shall be reported by 
the Administrator to the Banking and Currency Committee of the Senate and 
the Banking and Currency Committee of the House of Representatives. 

Sec. 2. The provisions of this bill shall be effective only during the period 
ending six months after the date of approval thereof. 
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{S. 2762, 84th Cong., 2d sess.] 


A BILL To amend the United States Housing Act of 1937, as amended, to authorize assist- 
ance in the provision of housing for elderly families 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 2 of the United States Hous- 
ing Act of 1987, as amended, is amended by adding the following at the end of 
subsection (2) thereof: “The term ‘families’ means families consisting of two 
or more persons or consisting of a single person sixty-five years of age or over 
or the residuum of a tenant family. The term ‘elderly families’ means families 
the head of which or his spouse is sixty-five years of age or over.” 

(b) Section 10 (g) of said Act is amended by striking out “Second,” and 
inserting in lieu thereof “Third,”’, and by adding immediately following the 
paragraph which concludes with the words “veterans and servicemen ;” the fol- 
lowing new paragraph : 

“Second, to elderly families, and as among such families first preference shall 
be given to families of disabled veterans whose disability has been determined 
by the Veterans’ Administration to be service-connected, and second preference 
shall be given to families of deceased veterans and servicemen whose death has 
been determined by the Veterans’ Administration to be service-connected, and 
third preference shall be given to families of other veterans and servicemen: 
Provided, That in respect to dwelling units owned or operated by any public 
housing agency as low-rent housing within the meaning of this Act, such pref- 
erence for elderly families shall be extended in any year to not more than 10 
per centum of the estimated number of all families to be admitted to such dwell- 
ing units in such year.” 

(c) Section 15 (8) of said Act is amended by inserting before the semicolon 
at the end of paragraph (b) a colon and the following “Providing further, That 
the Public Housing Commissioner may, under regulations prescribed by him, 
waive the requirements of clause (ii) in the case of elderly families”’. 

(ad) Said Act is amended by changing “Src. 30” to “Src. 31” and “Sec. 31” to 
“Src. 32” and by inserting the following new section 30: 

“Sec. 30. (a) For the purpose of increasing the supply of decent, safe, and 
sanitary housing for elderly families, available at rents which they can afford to 
pay, the Public Housing Commissioner may— 

“(1) make loans to public housing agencies to assist the development, 
acquisition, or administration of low-rent housing reserved in whole or in 
part for occupancy by such families ; and 

“(2) make annual contributions to public housing agencies to assist in 
achieving and maintaining the low-rent character of housing which is re- 
served in whole or in part for occupancy by such families. 

“(b) The provisions of this Act relating to low-rent housing generally shall 
apply with respect to low-rent housing reserved in whole or in part for elderly 
families, assisted under subsection (a) of this section, except that with respect 
to projects containing such housing— 

“(1) the Public Housing Commissioner is authorized, with the approval of 
the President, to enter into contracts for annual contributions including not 
more than $4,500,000 per annum in respect to such housing (which shall be 
in addition to the annual contributions authorized by section 10 (e) of this 
Act or by any other provision of law) in the fiscal year 1957 an in each of the 
four succeeding fiscal years: 

“(2) the Public Housing Commissioner may authorize the commencement 
of construction of not to exceed 15,000 such dwelling units (which shall be 
in addition to the number of dwelling units authorized by section 10 (e) of 
this Act or by any other provision of law) in the fiscal year 1957 and in 
each of the four succeeding fiscal years; 

“(3) section 10 (g) of this Act (relating to veterans’ preferences) shall 
not be applicable ; and 

“(4) preference for admission to dwelling units in such housing shall be 
given to elderly families of low income (as determined under regulations 
prescribed by the Public Housing Commissioner). 

“(c) Low-rent housing assisted under subsection (a) of this section shall, 
notwithstanding the provisions of the first sentence of subsection 15 (5) of this 
Act, be designed specifically for occupancy by elderly families and shall be con- 


veniently located, so as to provide to the maximum extent practicable for their 
comfort and welfare. 
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“(d) Whenever the Public Housing Commissioner determines that there is an 
acute shortage of adequate housing for elderly families of low income in an area 
in which there are located dwelling units owned or operated by any public 
housing agency as low-rent housing within the meaning of this Act, he may, 
under regulations prescribed by him, authorize public housing agencies, not- 
withstanding the provisions of the first sentence of subsection 15 (5) of this Act, 
to reconstruct or remodel such housing (or any part thereof) to provide dwelling 
units reserved in whole or in part for occupancy by such families; and such 
housing (or part thereof) shall thereafter be deemed, for purposes of subsection 
(b) of this section, to be low-rent housing assisted under subsection (a) of this 
section. 

“(e) The Public Housing Commissioner is authorized to include such provi- 
sions in contracts made pursuant to section 10 of this Act after the date of the 
enactment of this section, and to negotiate with the public housing agencies 
involved such modifications of previously existing contracts made under section 
10 of this Act, as may be necessary (1) to permit elderly families of low income 
(as determined under regulations prescribed by the Public Housing Commis- 
sioner) to be admitted to any low-rent housing assisted under such section 10 
and (2) to provide, for families so admitted, conditions for continued occupancy 
similar to those applicable with respect to other tenants.” 


[S. 2790, 84th Cong., 2d sess.] 


A BILL To amend the National Housing Act and the United States Housing Act of 1937 


to authorize assistance in the provision of housing for elderly persons, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


DECLARATION OF POLICY 


Section 1. In recognition of the needs of the ever-increasing number and 
proportion of elderly citizens in our population, the Congress recognizes the 
responsibility for the establishment and execution of a national policy designed 
to provide adequate housing for elderly persons. The national housing policy, 
adopted by the enactment of the Housing Act of 1949, envisioned the goal of a 
decent home and suitable living environment for every American family. It is 
the sense of the Congress that suitably designed housing at reasonable cost has 
not been provided for elderly persons in adequate amounts and that further aid 
and impetus should be provided to both private enterprise and public agencies 
equipped to meet the housing needs of elderly persons 

The Congress further declares that the full utilization of our national re- 
sources, both human and material, is necessary not only to meet the needs 
of hitherto neglected groups but to encourage the orderly growth and develop- 
ment of a healthy housing industry. 

The Congress therefore seeks through the enactment of this law to promote 
equal opportunity for elderly persons to obtain suitable housing accommoda- 
tions at prices they can afford to pay; to encourage by all proper means both 
private enterprise and public agencies to provide these accommodations; to 
contribute toward the stability and orderly growth of the housing industry; 
and to stimulate research that will lead to the development of new and eco- 
nomical methods of meeting the housing needs of elderly persons. 


FEDERAL HOUSING ADMINISTRATION 


Sec. 2 (a) Title II of the National Housing Act, as amended, is amended by 
adding at the end thereof a new section as follows: 


“ELDERLY PERSONS HOUSING INSURANCE 


“Seo. 229. (a) The purpose of this section is to aid in the provision of housing 
for elderly persons and is designed to supplement systems of mortgage insur- 
ance under other provisions of this Act. The Commissioner shall prescribe 
such procedures as in his judgment are necessary to secure to elderly persons 
a preference or priority of opportunity to rent or purchase dwelling units in 
housing the construction of which is assisted under this section. 


Any housing 
75333—56——_2 
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the construction of which is assisted under this section shall be of such design 
as to be suitable for occupancy by elderly persons and shall be conveniently lo- 
cated so as to provide to the maximum extent practicable for their comfort and 
welfare. The total number of dwelling units in properties covered by mortgage 
insurance under this section in any community shall not exceed the number of 
such units which the Housing and Home Finance Administrator, from time to 
time. certifies to the Commissioner to be needed by elderly persons in such com- 
munity. As used in this section, the term ‘elderly persons’ means persons 65 
years of age or over, or families the heads of which or their spouses are 65 years 
of age or over. 

“(b) The Commissioner is authorized, upon application by the mortgagee, to 
insure under this section as hereinafter provided any mortgage which is eligible 
for insurance as provided herein and, upon such terms and conditions as the 
Commissioner may prescribe, to make commitments for the insurance of such 
mortgages prior to the date of their execution or disbursement thereon. 

“(ec) As used in this section, the terms ‘mortgage’, ‘first mortgage’, ‘mortgagee’, 
‘mortgagor’, ‘maturity date’, and ‘State’, shall have the same meaning as in sec- 
tion 201 of this Act. 

“(d) To be eligible for insurance under this section, a mortgage shall— 

*(1) have been made to and be held by a mortgagee approved by the 
Commissioner as responsible and able to service the mortgage properly: 

“(2) involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Commissioner shall approve) 
in an amount not to exceed $7,600, except that the Commissioner may by 
regulation increase this amount to not to exceed $8,600 in any geographical 
area where he finds that cost levels so require, and not to exceed 95 per 
centum of the appraised value (as of the date the mortgage is accepted for 
insurance) of a property upon which there is located a dwelling designed prin- 
cipally for a single-family residence: Provided, That the mortgagor shall 
be the owner and occupant of the property at the time of the insurance and 
shall have paid on account of the property at least 5 per centum of the Com- 
missioner’s estimate of the cost of acquisition in cash or its equivalent: 
Provided further, That nothing contained herein shall preclude the Com- 
missioner from issuing a commitment to insure and insuring a mortgage pur- 
suant thereto where the mortgagor is not the owner and occupant and the 
property is to be built or acquired and repaired or rehabilitated for sale 
and the insured mortgage financing is required to facilitate the construction 
or the repair or rehabilitation of the dwelling and provide financing pending 
subsequent sale thereof to a qualified owner-occupant, and in such instances 
the mortgage shall not exceed 85 per centum of the appraised value; or 

“(3) if executed by a mortgagor which is a private nonprofit corporation 
or association or other acceptable private nonprofit organization, regulated 
or supervised under Federal or State laws or by political subdivisions of 
States or agencies thereof, as to rents, charges, and methods of operation, in 
such form and in such manner as, in the opinion of the Commissioner, will 
effectuate the purposes of this section, the mortgage may involve a principal 
obligation not in excess of $12,500,000; and not in excess of $7,600 per family 
unit for such part of such property or project as may be attributable to 
dwelling use, except that the Commissioner may by regulation increase this 
amount to not to exceed $8,600 in any geographical area where he finds that 
cost levels so require, and not in excess of 95 per centum of the Commis- 
sioner’s estimate of the value of the property or project when constructed, 
or repaired and rehabilitated, for use as rental accommodations for ten or 
more families eligible for occupancy as provided in this section; and 

“(4) provide for complete amortization by periodic payments within such 
terms as the Commissioner may prescribe, but not to exceed thirty years from 
the date of insurance of the mortgage or three-quarters of the Commis- 
sioners estimate of the remaining economic life of the building improve- 
ments, whichever is the lesser; bear interest (exclusive of premium charges 
for insurance and service charge, if any) at not to exceed 5 per centum 
per annum on the amount of the principal obligation outstanding at any 
time, or not to exceed such per centum per annum not in excess of 6 per 
centum as the commissioner finds necessary to meet the mortgage market; 
and contain such terms and provisions with respect to the application of 
the mortgagor’s periodic payment to amortization of the principal of the 
mortgage, insurance, repairs, alterations, payment of taxes, default reserves, 


ow 
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delinquency charges, foreclosure proceedings, anticipation of maturity, addi- 
tional and secondary liens, and other matters as the Commissioner may in 
his discretion prescribe. 

“(e) The Commissioner may at any time, under such terms and conditions as 
he may prescribe, consent to the release of the mortgagor from his liability under 
the mortgage or the credit instrument secured thereby, or consent to the release 
of parts of the mortgaged property from the lien of the mortgage. 

“(f) The property or project shall comply with such standards and conditions 
as the Commissioner may prescribe to establish the acceptability of such prop- 
erty for mortgage insurance. 

“(g) The mortgagee shall be entitled to receive the benefits of the insurance 
as hereinafter provided— 

“(1) as to mortgages meeting the requirements of paragraph (2) of sub- 
section (d) of this section, as provided in section 204 (a) of this Act with 
respect to mortgages insured under section 208, and the provisions of sub- 
sections (b), (e), (dad), (e), (f), (2), and (h) of section 204 of this Act 
shall be applicable to such mortgages insured under this section, except 
that all references therein to the Mutual Mortgage Insurance Fund or the 
fund shall be construed to refer to the Elderly Persons Housing Insurance 
Fund and all references therein to section 203 shall be construed to refer 
to this section; or 

“(2) as to mortgages meeting the requirements of paragraph (3) of 
subsection (d) of this section, as provided in section 207 (2) of this Act 
with respect to mortgages insured under said section 207, and the provisions 
of subsections (h), (i), (j), (kK), and (1) of section 207 of this Act shall be 
applicable to such mortgages insured under this section, and ali references 
therein to the Housing Insurance Fund or the Housing Fund shall be con- 
strued to refer to the Elderly Persons Housing Insurance Fund. 

“(h) The provisions of section 221 (g) (3) of this Act shall be applicable to 
mortgages insured under this section. 

“There is hereby created an Elderly Persons Housing Insurance Fund which 
shall be used by the Commissioner as a revolving fund for carrying out the 
provisions of this section, and the Commissioner is hereby authorized to 
transfer to such fund the sum of $1,000,000 from the War Housing Insurance 
Fund established pursuant to the provisions of section 602 of this Act. Gen- 
eral expenses of operation of the Federal Housing Administration under this 
section may be charged to the Elderly Persons Housing Insurance Fund. 

‘Moneys in the Elderly Persons Housing Insurance Fund not needed for the 
current operations of the Federal Housing Administration under this section shall 
be deposited with the Treasurer of the United States to the credit of such fund, or 
invested in bonds or other obligations of, or in bonds or other obligations guaran- 
teed as to principal and interest by, the United States. The Commissioner may, 
with the approval of the Secretary of the Treasury, purchase in the open market 
debentures issued under the provisions of this section. Such purchases shall be 
made at a price which will provide an investment yield of not less than the yield 
obtainable from other investments authorized by this section. Debentures so 
purchased shall be canceled and not reissued. 

“Premium charges, adjusted premium charges, and appraisal and other fees 
received on account of the insurance of any mortgage accepted for insurance 
under this section, the receipts derived from the property covered by such mort 
gage and claims assigned to the Commissioner in connection therewith shall be 
credited to the Blderly Persons Housing Insurance Fund. The principal of, and 
interest paid and to be paid on, debentures issued under this section, cash 
adjustments, and expenses incurred in the handling, management, renovation, 
and disposal of properties acquired under this section shall be charged to such 
fund.” 

(b) Subsection (a) of section 227 of the National Housing Act, as amended, 
is amended (1) by inserting “(v) under section 229 if the mortgage meets the 
requirements of paragraph (3) of subsection (d) thereof,” immediately following 
“paragraph (3) of subsection (d) thereof,”, and (2) by redesignating clauses (v) 
and (vi) as (vi) and (vii), respectively. 

(ce) Section 305 of the National Housing Act, as amended, is amended by 
adding at the end thereof a new subsection as follows: 

“(g) Notwithstanding any other provision of this Act, the Association is 
authorized to enter into advance commitment contacts, which do not exceed 
$50,000,000 outstanding at any one time, if such commitments relate to mortgages 
with respect to which the Federal Housing Commissioner shall have issued 
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pursuant to section 229 either a commitment to insure or a statement of eligibil- 
ity; but of such authorization not more than $5,000,000 outstanding at any one 
time shall be available for such commitments in any one State.” 


PUBLIC HOUSING 


Sec. 3. (a) Section 2 of the United States Housing Act of 1937, as amended, is 
hereby amended by adding the following at the end of subsection (2) thereof: 
“The term ‘families’ means families consisting of two or more persons or con- 
sisting of a single person 65 years of age or over or the residuum of a tenant 
family. The term ‘elderly families’ means families the head of which or his 
spouse is 65 years of age or over.” 

(b) The United States Housing Act of 1937, as amended, is amended by adding 

the following new subsection at the end of section 10: 

“(m) For the purpose of increasing the supply of low-rent housing for elderly 

families, the Authority may, with the approval of the President, after July 1, 
1956, without regard to the provisions of any other law including provisions re- 
lating to the number of units to be authorized for construction, enter into con- 
tracts for loans and annual contributions which include not to exceed ten thou- 
sand dwelling units (either as separate projects or as parts of projects or as 
new or remodeled units) designed for such families, which amount shall be 
increased by ten thousand dwelling units on July 1 in each of the years 1957, 
1958, 1959, and 1960 respectively. The total authorization to enter into contracts 

for annual contributions shall be increasd by $4,000,000 per annum on July 1, 

1956, and by the same amount on July 1 in each of the years 1957, 1958, 1959, and 
1960, respectively. Such dwelling units shall be in addition to the dwelling 
units for which loans and annual contributions contracts are authorized by any 
other provision of law: Provided, That nothing herein shall be construed to pre- 

vent the provision of dwelling units designed for elderly families under such other 

authorizations, and the provisions of the first sentence of subsection 15 (5) may 
be waived by the Authority with respect to such units and units authorized 
hereunder. Notwithstanding the provisions of subsection 10 (g), any public 
housing agency, in respect to dwelling units suitable to the needs of elderly fami- 
lies, may extend a prior preference to such families and the Authority may 
waive the provisions of clause (ii) of subparagraph 15 (8) (b) with respect to 
such units: Provided further, That as among such families, the ‘First’ preference 
in subsection 10 (g) shall apply.” 

(c) The United States Housing Act of 1987, as amended, is amended by striking 
the figure ‘$336,000,000" in subsection 21 (d) and substituting therefor the 
figure “$356,000,000”. 


RESEARCH 


Sec. 4. (a) The Housing and Home Finance Administrator shall undertake 
and conduct a research program with respect to the varying types of markets 
that exist for different types of housing for elderly persons and such other matters 
bearing upon the housing needs of elderly persons as he shall determine, including 
but not limited to— 

(1) the extent and nature of the market for varying types of housing for 
elderly persons ; 

(2) the most practicable and suitable design of housing for elderly persons ; 

(8) the means of encouraging private enterprise to develop housing suit- 
able for elderly persons ; 

(4) the extent, if any, to which elderly persons are discriminated against 
by mortgage lenders; and 

(5) the types of housing being provided by private enterprise, voluntary 
and nonprofit agencies, and public housing authorities for elderly persons. 

(b) As used in this section, the term “elderly person” shall have the same 
meaning as when used in section 229 of the National Housing Act, as amended. 


ADVISORY COMMITTEE 


Sec. 5. The Housing and Home Finance Administrator shall establish, in ac- 
cordance with the provisions of section 601 of the Housing Act of 1949, as 
amended, an advisory committee on matters relating to housing for elderly per- 
sons (as defined in section 229 (a) of the National Housing Act, as amended). 
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[S. 2848, 84th Cong., 2d sess.] 


A BILL Relating to the order of filling vacancies in armed services housing constructed 
or acquired under title VIII of the National Housing Act 


Be it enacted by the Senate and House of Representatives of the United States 
in Congress assembled, That title VIII of the National Housing Act, as amended, 
is amended by adding at the end thereof a new section as follows: 

“Sec. 809. (a) Notwithstanding any other provision of this title, or of title IV 
of the Housing Amendments of 1955, no personnel shall be assigned to, or granted 
occupancy in, any project which was acquired or constructed under this title, 
and is situated at or near a military installation, if there exist, at the time it 
is proposed to make such assignment or grant such occupancy, vacant living 
accommondations in any housing which was acquired or constructed under this 
title prior to the construction of such project, and which’is situated at or near 
the same military installation. 

“(b) As used in this section, the term ‘this title’ refers to the provisions of 
title VIII of the National Housing Act in effect both prior to and on and after 
the date of enactment of the Housing Amendments of 1955.” 





[S. 3057, 84th Cong., 2d sess.] 


A BILL To permit apartment projects constructed under the National Housing Act to pro- 


vide transient or hotel-type accommodations if such accommodations were furnished in 
such projects prior to May 28, 1954 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 513 (b) of the National Housing 
Act, as amended, is amended by striking out the following: “(1) on or before 
May 28, 1954, the Commissioner has agreed in writing to the rental of all or a 
portion of the accommodations in the project for transient or hotel purposes 
(in which case no accommodations in excess of the number so agreed to by the 
Commissioner shall be rented on such basis), or (2) the project covered by the 
insured mortgage is located in an area which the Commissioner determines to be 
a resort area, and”’. 

Sec. 2. Sections 513 (c) of the National Housing Act, as amended, is amended 
by striking out “provisions of clause (1) or clause (2) of” and inserting in 
lieu thereof “exception contained in.” 


{S. 8158, 84th Cong., 2d sess.] 


A BILL To amend certain laws relating to the provision of housing and the elimination of 
slums, to establish a National Mortgage Corporation to assist in the provision of housing 
for families of moderate income, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 


of America in Congress assembled, That this Act may be cited as the “Housing 
Act of 1956”. 


TITLE I—PUBLIC HOUSING 


Sec. 101. Paragraph (2) of section 2 of the United States Housing Act of 1937, 
as amended, is amended by adding at the end thereof the following: “The term 
‘families’ shall include families consisting of one or more persons in a house- 
keeping unit.” 

Sec. 102. Subsection (i) of section 10 of the United States Housing Act of 
1937, as amended, is amended to read as follows: 

“(i) Notwithstanding any other provision of law, the Authority may enter 
into new contracts for loans and annual contributions for not more than two 
hundred thousand additional dwelling units during each of the fiscal years 1957, 
1958, and 1959, and may enter contracts for preliminary loans: Provided, That 
any balances of this authorization not utilized in any such year shall be avail- 
able in any succeeding years.” 

Sec. 103. Section 13 of the United States Housing Act of 1937, as amended, is 
amended by adding at the end thereof a new subsection as follows: 

“(f) The Authority shall establish general standards applicable to low-rent 
housing projects with respect to minimum space requirements and type of con- 
struction. The Authority shall allow, subject to the provisions of paragraph (5) 
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of section 15 and consistent with such general standards as it may prescribe, the 
local public housing agencies a maximum amount of discretion with respect ty 
the size of any housing project, the types of dwellings, and project densities 
and design.” 

Sec. 104. Section 15 (7) (b) of the United States Housing Act of 1937, as 
amended, is amended by striking out clauses (i) and (ii) and inserting in lieu 
thereof the following: “unless the governing body of the locality involved has 
entered into an agreement with the public housing agency providing for the local 
cooperation required by the Authority pursuant to this Act.” 

Sec. 105. Section 15 (8) (d) of the United States Housing Act of 1937, as 
amended, is amended by inserting before the period a colon and the following: 
“Provided, That the public housing agency may permit any tenant family whose 
net income is found to exceed such maximum income limits to remain as tenants 
in the project during any period in which it is determined by the public housing 
agency that there are no other decent, safe, and sanitary housing acconimoda- 
tions available in the locality at rentals within the ability of such family to pay, 
if such family pays during any such period a rental which is not less than twenty 
per centum of its net income, but within the ability of the family to pay.” 

Sec. 106. The United States Housing Act of 19837, as amended, is amended by 
redesignating sections 30 and 31 as sections 31 and 32, respectively, and by insert- 
ing after section 29 a new section as follows: 

“Sec. 30. (a) The Authority shall not make any contract for loans (other 
than preliminary loans) or for annual contributions pursuant to this Act to 
any public housing agency to assist in the acquisition of housing privately 
constructed for use as low-rent housing unless (1) the housing to be acquired 
(A) was inspected during the course of its construction by an agency of the 
United States and was approved by such agency as meeting applicable stand- 
ards imposed by such ageney with respect to soundness of construction, (B) 
was constructed by labor receiving during the course of construction not less 
than the prevailing wages in the locality for comparable work, as predetermined 
by the Secretary of Labor pursuant to the Davis-Bacon Act (49 Stat. 1011), 
and (C) meets applicable standards of the Authority with respect to minimum 
space requirements, and (2) the public housing agency shall certify to the 
Authority and cause such certification to be publicly advertised in the locality 
in which the housing to be acquired is located that (i) such housing will provide 
accommodations which are not less advantageous from the standpoint of loca- 
tion, construction, and community facilities than housing which might be con- 
structed by the public housing agency: (ii) such housing can be acquired and 
maintained by the publie housing agency at no greater expense than compara- 
ble housing constructed by such agency; and (iii) the public housing agency has 
examined all comparable proposals by private builders in the area and has 
found that the housing to be acquired is the best available taking into consider- 
ation price, design, construction, location, and community facilities. 

“(b) The Authority is authorized to waive any requirements with respect 
to public bidding and approval of construction contracts in the case of any 
housing to be acquired by any public housing agency in conformity with the 
provisions of subsection (a) of this section.” 

Sec. 107. There are hereby revealed— 


(1) the third proviso and clause (2) of the eighth proviso appearing 
in that part of the First Independent Offices Appropriation Act, 1954, which 
is captioned “Annual contributions: ” under the heading “Public Housing 
Administration” ; 

(2) clause (2) of the third proviso, and the fourth proviso, appearing 
in that part of the Independent Offices Appropriation Act, 1953, which is 
eaptioned “Annual contributions’, under the heading “Public Housing 
Administration” : 

(3). the fourth proviso appearing. in that part of the Independent Offices 
Appropriation Act, 1952, which is captioned “Annual contributions :” under 
the heading “Public Housing Administration” : 

(4) the sixth and seventh provisos appearing in that rart of the first 
Independent Offices Appropriation Act, 1954, which is captioned “Annual 
contributions: ” under the heading “Public Housing Administration”, and 
the fifth and sixth provisos under the same caption in the Independent Offi- 
ces Appropriation Act, 1953: 

(5) as of its effective date subsection 10 (j) of the United States Housing 
Act of 1987, as amended; and 

(6) Section 10 (1) of the United States Housing Act of 1937, as amended. 


remem: 
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TITLE LI—MIDDLE INCOME HOUSING 


Sec. 201. The purpose of this title is to provide a means whereby housing of 
sound standards of design, construction, livability, and size for adequate family 
life, in well-planned, integrated residential neighborhoods can be produced and 
made available for families of moderate income by making financial assistance 
available to cooperative housing and other nonprofit corporations, and to eligible 
individuals, for housing which is of such design and construction as will promote 
economies, both in construction and in operation and maintenance, which will be 
fully reflected in reduced rents or charges. 


CREATION AND POWERS OF NATIONAL MORTGAGE CORPORATION 


Sec. 202 (a) To effectuate the purpose of this title, there is hereby created a 
body corporate to be known as the “National Mortgage Corporation” (hereinafter 
referred to as the “Corporation” with authority, as herein provided, to make and 
service loans, issue obligations in such amounts, at such times, and on such terms 
as the Corporation may determine, and to exercise the other powers and duties 
prescribed in this title. In the performance of, and wiih respect to, the func 
tions, powers, and duties vested in it by this title, the Corporation, notwith- 
standing the provisions of any other law, may 

(1) adopt and use a corporate seal; 

(2) sue or be sued in any Federal, State, or local court of competent juris 
diction ; 

(3) enter into contracts with regard to section 3709 of the Revised Statutes 
and make advance, progress, or other payments with respect to such contracts 
without regard to the provisions of section 3648 of the Revised Statutes, 
and include in any contract or instrument made pursuant to this title such 
other provisions as the Corporation deems necessary to assure that the 
purposes of this title will be achieved ; 

(4) foreclose on any property or take any action to protect or enforce any 
right conferred upon it by any law, contract, or other agreement, and bid 
for and purchase at any foreclosure or any other sale any project or part 
thereof in connection with which it has made a loan pursuant to this title; 

(5) pay all expenses or charges in connection with, and deal with, com 
plete, reconstruct, improve, rent, Manage, make contracts for the manage 
ment of, or establish suitable agencies for the management of, or sell for 
cash or credit, or lease in its discretion, in whole or in part, any project 
acquired pursuant to this title and to pursue to final collection by way of 
compromise or otherwise all claims acquired by, or assigned or transferred 
to, it in connection with the acquisition or disposal of any housing project 
pursuant to this title, notwithstanding any other provisions of law relating 
to the acquisition, handling, or disposal of real or personal property: 
Provided, That any such acquisition of real property shall not deprive the 
State or any political subdivision thereof of its civil or criminal jurisdiction 
in and over such property or impair the civil rights under State or local laws 
of the inhabitants on such property; 

(6) acquire, hold, sell or exchange at public or private sale, or lease, or 
otherwise dispose of, real or personal property, and sell or exchange any 
securities or obligations ; 

(7) obtain insurance against loss in connection with property and other 
assets held; 

(8) subject to the specific limitations in this title, consent to the modi- 
fication, with respect to rate of interest, time of payment of any install- 
ment of principal or interest, security, or any other term, of any contract 
or agreement to which it is a party or which has been transferred to it 
pursuant to this title ; 

(9) utilize and act through, with regard to section 3709 of the Revised 
Statutes, any Federal, State, or local public agency or instrumentality, or 
nonprofit agency or organization, with the consent of the agency or organ- 
ization concerned, and contract with any such agency, instrumentality, or 
organization for the furnishing of any services or facilities; and may 
make advance, progress, or other payments with respect to such contracts 
without regard to the provisions of section 3648 of the Revised Statutes; 

(10) enter into contracts with any FHA-approved mortgagee to service 
loans made by such institution ; and 

(11) do all things which are necessary or incidental to the proper man- 
agement of its affairs and the proper conduct of its business. 
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(b) The Corporation shall have power, with the approval of the Housing 
and Home Finance Administrator (hereinafter referred to as the “Adminis- 
trator”) to select, employ, and fix the compensation of such officers and em- 
ployes as shall be necessary for the performance of its duties under this title, 
without regard to the provisions of laws applicable to the employment, com- 
pensation, leave, or expenses of officers and employees of the United States: 
Provided, That the rates of basic compensation of its officers and employees 
shall be comparable to those established for officers and employees under the 
Classification Act of 1949, as amended. Except as provided in provisions of 
law relating specifically to mixed-ownership Government corporations, the 
Corporation may determine the necessity for and the character of its obligations 
and expenditures and the manner in which they shall be incurred, allowed, and 
accounted for. The business of the Corporation shall not be considered official 


business of the United States within the meaning of any statute permitting 
the free use of the United States mails. 


POWERS OF ADMINISTRATOR 


Sec. 203. The Administrator shall supervise the Corporation, shall perform 
the other duties prescribed herein, and shall have the power to adopt, amend, 
and require the observance of such rules, regulations, and orders as shall be 
necessary from time to time for carrying out the purposes of this title and for 
coordinating the activities of the Corporation with the housing functions and 
activities administered within the Housing and Home Finance Agency, or any of 
its constituent agencies, and with the general economic and fiscal policies of 
the Government, and in carrying out these responsibilities the Administrator 
shall consult with the Board of Directors of the Corporation who shall, in 
addition to their responsibilities under section 202 hereof, act as an advisory 
board to the Administrator in the administration of this title. In the. perform- 
ance of, and with respect to, the functions, powers, and duties vested in him 
by this title, the Administrator, notwithstanding the provisions of any other law, 
may exercise any of the powers enumerated in the second sentence of section 
202 (a) of this title and shall— 

(a) estimate the need for middle income housing in each housing market 
area of the country and allocate to each area its appropriate share of the 
loan funds authorized by this title ; 

(b) appoint a director to exercise, under the direction and supervision 
of the Administrator, the functions, powers, and duties vested in the 
Administrator by this title, and the basic rate of compensation of such 
position shall be the same as the basic rate of compensation established 
for positions of similar responsibility in the Housing and Home Finance 
Agency: Provided, That the Administrator may, in his discretion, delegate 
any of the functions, powers, and duties vested in him by this title to 
any officers or employees under his direction and supervision ; 

(c) take such steps as he deems necessary and desirable to assure that 
the benefits of this program are not dissipated through speculative devices, 
to assure that the organization of the borrower and its proposed methods 
of operation are such as will avoid its use for speculative purpeses or the 
payment of excessive fees, salaries, or charges in connection with the 
housing project, and to encourage borrowers to adopt methods by which 
occupants of dwellings may be permitted to reduce their rentals or other 
occupancy charges by occupant maintenance and repair er other means 
of self-help and methods whereby they may acquire. (subject te the right 
of a cooperative to repurchase) ownership of their individual dwellings 
where such dwellings are free sta 

(d) prepare annually and submit a budget program as provided for 
wholly owned Government corporations by the Government Corporation 
Control Act, as amended ; 

(e) maintain an integral set of accounts which shall be audited annually 
by the General Accounting Office in accordance with the principles and 
procedures applicable to commercial transactions as provided by the Gov- 
ernment Corporation Control Act, as amended, and no other audit shall 
be required: Provided, That such financial transactions of the Adminis- 
trator as the making of advances of funds and vouchers approved by the 
Administrator in connection with stch financial transactions shall be final 
and conclusive upon all officers of the Government; and 
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(f) make an annual report to the President for transmission to the 
Congress, to be submitted as soon as practicable following the close of 
the year for which such report is made. 


CAPITAL STOCK 


Sec. 204. (a) The Corporation may issue capital stock from time to time 
which shall be subscribed for by the Secretary of the Treasury on behalf of 
the United States, and payments for such subscriptions shall be subject to call 
in whole or in part by the Corporation: Provided, That the total amount of 
such stock subscribed for and held by the Secretary of the Treasury at any 
time shall not exceed $100,000,000. Stock held by the Secretary of the Treasury 
shall be preferred as to dividends and assets of the Corporation and shall 
be entitled to cumulative dividends for each year equal to a return on the 
average amount, at par, of such stock outstanding during such fiscal year at 
a rate determined by the Secretary of the Treasury, taking into consideration 
the probable term of the stock investment and the current average rate on 
outstanding marketable obligations of the United States as of the last day of 
the sixth month of such fiscal year. The Corporation shall issue to the Sec- 
retary of the Treasury receipts for payments by him for or on account of 
such stock, and such receipts shall be evidence of the stock ownership of the 
United States. ‘There are hereby authorized to be appropriated, out of any 
money in the Treasury not otherwise appropriated, the amounts necessary to 
enable the Secretary of the Treasury to make payments on such stock when 
called. Such stock or any part thereof may be retired at any time by the 
Corporation. 

(b) The Corporation may issue capital stock from time to time for subscrip- 
tions by corporate eligible borrowers... In order to assure direct financial partici- 
pation by borrowers, each such eligible borrower shall, as a condition precedent 
to obtaining any mortgage loan from the Corporation as hereinafter provided, 
subscribe for capital stock of the Corporation in an amount equal to 5 per centum 
of the original principal amount of such loan. In the case of a borrower of the 
character described in section 210 (b) (2) hereof, such stock subscriptions shall 
be paid for in cash at the time of application for the loan, or, at the election of 
the borrower, one-fourth of the total amount payable shall be paid at the time of 
application, one-fourth shall be paid when the housing project, for which such 
loan is made, is completed and ready for occupancy as determined by the Corpora- 
tion, and the balance shall be paid in installments within twenty years thereafter. 
In the case of a borrower of the character described in section 210 (b) (3) 
hereof, such stock subscription shall be paid in installments within twenty years 
after the receipt of the first proceeds of the loan. Each borrower shall hold such 
stock in the Corporation until the value thereof shall equal, or be greater than, 
the unpaid balance of the mortgage loan, and any such unpaid balance shall be 
paid out of the proceeds of any sale of such stock. Dividends payable on stock 
paid in by a borrower shall be credited to any payments subsequently due on the 
stock subscription of such borrower. 

(c) After the amount of capital of the Corporation paid by such subscribers, 
other than the United States, equals $50,000,000, the Corporation shall thereafter 
apply annually to the payment and retirement of the shares of the capital stock 
held by the Secretary of the Treasury, all sums paid in as capital until all such 
capital stock held by the Secretary is retired at par plus any dividends which 
shall have accrued on such stock: Provided, That no such capital stock held by 
the Secretary shall be retired if such retirement would reduce the net capital, 
reserves, and surplus of the Corporation to an amount less than $150,000,000. 

(d) Upon any liquidation of the Corporation, all stockholders (including the 
United States if any of its stock has not been retired) shall share, in proportion 
to the stock held, in any assets of the Corporation, in excess of the amount neces- 
sary to retire all outstanding stock at par, to pay accrued dividends on preferred 
stock, and to retire, pay, or settle all outstanding obligations and claims. 


BOARD OF DIRECTORS 


Sec. 205. The management of the Corporation shall be vested in a board of five 
directors appointed by the Administrator. The directors who are first appointed 
shall be designated to serve for terms of one, two, three, four, and five years, re- 
spectively, from the date of their appointment, but thereafter directors shall be 
appointed for a term of office of five years except that all vacancies shall be filled 
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for the unexpired term. A director shall hold office until his successor has been 
appointed and has qualified, unless sooner removed according to this section. 
The first, third, and fifth vacancies resulting from the expiration of the initial 
terms of office shall be filled by the appointment of directors from among the 
members of stockpiling corporations or other persons representative of housing 
cooperatives, and the successors to each of such directors shall also be appointed 
from among members of stockholding corporations or other persons, representa- 
tive of housing cooperatives: Provided, That after all of the capital stock of the 
Corporation held by the Secretary of the Treasury has been retired as herein pro- 
vided, all directors shall be appointed from among members of stockholding cor- 
porations or other persons representative of housing cooperatives. The Admin- 
istrator shall designate a chairman from among the directors. The Administra- 
tor may remove a director from office at any time for inefficiency or failure to 
comply with any applicable provisions of this title or regulations issued there- 
under. The Corporation may pay its directors reasonable compensation for their 
services and necessary expenses, subject to the approval of the Secretary. 


MORTGAGE LOANS 


Sec. 206. (a) To assist the production of housing of sound standards of design, 
ronstruction, livability, and size for adequate family life available for families 
of moderate income, the Corporation, upon application of an eligible borrower 
(as herein defined) and subject to the terms and conditions of this title, may 
make a mortgage loan (including advances during the development of the 
housing project) to such borrower, or to enter into commitments to purchase 
or repurchase loans or to participate in a loan made by any Federal Housing 
Administration approved mortgage, or to finance the development of a housing 
project to be undertaken by such borrower: Provided, That no such loan shall 
be made unless— 

(1) the Administrator shall have certified that— 

(A) the borrower is an eligible borrower of the character described 
in section 210 (b) hereof and that, in the case of a nonprofit cooperative 
ownership housing corporation, the membership thereof is comprised 
predominantly of families of moderate income, or that, in the case of 
a nonprofit corporation to operate such housing project, the dwellings 
in such housing project are to be made available to families of moderate 
income ; 

(B) the proposed housing project will meet a need for housing of 
families of moderate income ; 

(C) the location and physical planning of the housing project will 
afford reasonable assurance as to the stability of the neighborhood, and 
the dwellings in the housing project will meet sound standards of design, 
construction, livability, and size for adequate family life; and 

(D) the housing project will not be of elaborate or extravagant 
design or construction, and such design and construction and the pro- 
posed methods of construction and of operation and maintenance are 
such as will promote such economies as are contemplated to be achieved 
through the nonprofit character of the borrower, increased efficiency in 
production through the use of new or improved materials and tech- 
niques and methods of construction or otherwise, increased efficiency in 
operation and management, minimum necessary operating services, 
occupant maintenance, or otherwise; and 

(2) the borrower shall have agreed with the Corporation— 

(A) that it will not incur or pay any excessive fees, salaries, or 
charges in connection with the housing project; 

(B) to establish an initial schedule of rents or charges for the 
dwellings in the housing project which will permit such dwellings to be 
made available for families of moderate income, and that such initial 
schedule of rents or charges and all revisions thereof shall be subject 
to the prior approval of the Corporation: Provided, That the Corpora- 
tion shall not approve any initial schedule of rents or charges unless the 
Secretary has certified that such rents or charges will permit the dwell- 
ings to be made available for families of moderate income ; 

(C) to give preference in the selection of tenants for the housing 
project (as among eligible applicants) first, to families 
publie clearance or enforcement action; second, to families living q 
substandard homes; and, third, to families living in overcrowded homes, 
veterans to have preference in each category ; 
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(D) to maintain the housing project, including all equipment therein, 
and all appurtenances thereto, in good condition throughout the life of 
the mortgage loan, and to establish and maintain adequate reserves 
for repairs, maintenance, and replacements necessary to so maintain 
such housing project; and 

(E) to comply with such other terms and conditions as the Corpora- 
tion finds, prior to the mortgage loan, are necessary or desirable to 
carry out the purposes of this title; and 

(3) in the case of a borrower of the character described in section 210 
(b) (2), the members thereof at the time of making application for the 
mortgage loan shall be equal to at least 30 per centum of the number of 
members proposed to be served by such housing project: Provided, That, 
prior to the receipt of any proceeds of such mortgage loan, the members of 
such borrower shail be equal to at least 80 per centum of the number of 
members proposed to be served by suca housing project ; and 

(4) (A) in the case of a borrower of the character described in section 
210 (b) (1)— 

(A) loans shall be made only to borrowers purchasing homes in de- 
velopments which are built with conventional Federal Housing Admin- 
istration mortgage insurance and such loans shall not be available to 
more than 50 per centum of the purchasers of homes in any development 
built by any builder under any, single Federal Housing Administration 
mortgage insurance commitment. Downpayments of 5 per centum 
shall be required of all such eligible borrowers except those certified by 
a local public agency as being displaced. In such case the home shall 
be sold under a lease-option plan with title transferred upon accumula- 
tion of a 5 per centum downpayment for rent payments. Builders shall 
be required to make a 5 per centum reduction in the price of units sold 
under this plan ; 

(B) credit shall run with the family and not the house, and the mort- 
gage lender shall be authorized to convert the mortgage to a conven- 
tional Federal Housing Administration insured mortgage in the event 
of resale by the borrower. In the event of default, the mortgage lender 
shall be authorized to repossess and resell the home upon the original 
terms to another eligible family ; 

(C) mortgagee making loans under this program shall agree to serv- 
ice such loans of a servicing fee of one-half of one per centum. 

(b) The mortgage loan shall involve a principal obligation in an amount (1) 
not exceeding the ay sb cost (as herein defined) of the housing project as 
determined by the Secretary, and (2) not exceeding such amount as the Secre- 
tary shall have determined to be the maximum with which the project must 
be constructed in order that it may be made available for families of moderate 
income at rentals or charges within their means. No loan shall be made under 
section 210 (b) (2) and (3) unless the mortgagor has agreed to certify the cost 
in the manner as provided by section 227 of the National Housing Act for Fed- 
eral Housing Administration mortgage insurance. 

(c) The mortgage loan shall provide for complete amortization within a period 
of forty years by periodic payments upon such terms as the Corporation shall 
prescribe, and shall bear interest, on the amount of the principal obligation out- 
standing at any time, at a fixed rate, based on the cost to the Corporation of 
capital investment and borrowings from the private market, plus % per centum 
to compensate the Corporation for its estimated overhead and administrative 
expenses in connection with such loan and for proportionate payments to re- 
quired reserves. In the event of the refinancing of the loan (within such period 
as the Corporation shall prescribe), if the cost.to the Corporation of capital 
investment and borrowings from the private market makes necessary an increase 
in the rate of interest which, pursuant to this subsection, the Corporation is 
required to charge on the mortgage loan, the amortization period may be 
extended to a date not later than fifty years.after the date of the original mort- 
gage: Provided, That no such extension shall be made unless the Corporation 
determines that the increase otherwise resulting in the rents or charges for the 
dwellings in the housing project would adversely affect the stability of such 
housing project. The mortgage loan may, in.the discretion of the Corporation, 
include provisions for the deferment of payments of principal and interest there- 
under: Provided, That such deferments shall not in the aggregate result in an 
extension of the maturity of the mortgage for a period of more than three years 
nor shall any such deferments result in an extension of the maturity of the 
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mortgage for more than three years beyond the mortgage maturity otherwise 
authorized herein. 

(d) Subject to the provisions of this section, the mortgage loan shall be in 
such form, contain such provision as to security, repayment, and redemption, 
and be subject to such other terms and conditions as the Corporation may deter- 
mine: Provided, That in the case of a borrower of the character described in 
section 210 (b) (2), the mortgage loan shall contain provisions requiring that 
such borrower have, to the extent permitted by State and local law, a priority 
for the purchase of the interest of each of its members in the dwelling of such 
member in the event of the sale of such interest. 

(e) The borrower may, with the consent of the Corporation, pledge the con- 
tract or commitment of the Corporation to make a mortgage loan hereunder as 
security for a loan of construction funds from other sources. 

(f) The Corporation may charge to the borrower (in addition to any interest 
charges) an amount not exceeding 24% per centum of the principal amount of 
the mortgage loan for inspection and other services during the construction of 
the housing project. Such service charges may be included as a part of the devel- 


opment cost of the project and may be payable from the proceeds of any mortgage 
loan or advances thereon. 


OBLIGATIONS OF CORPORATION 


Sec. 207. (a) The Corporation is authorized to issue and have outstanding on 
and after July 1, notes or other obligations in an aggregate annual amount not 
to exceed $1,000,000,000 except that with the approval of the President such 
aggregate annual amount may be increased at any time or times on or after 
July 1, 1957, by additional amounts aggregating annually not more than $2,000,- 
000,000 upon a determination by the President, taking into account the general 
effect of any such increase upon conditions in the building industry and upon 
the national economy, that such increase is in the public interest: Provided, 
That the aggregate amount outstanding at any one time shall not exceed (1) fif- 
teen times the aggregate par value of the Corporation’s outstanding capital stock 
and surplus, or (2) the unpaid principal of mortgage loans contracted for or held 
by it under this title (without regard to amounts of prior advances on such 
loans), plus the value (as determined by the Corporation) of any acquired prop- 
erties, the amount of its cash on hand and on deposit and the amount of its in- 
vestments authorized herein. 

(b) The failure of the Corporation to make any payment due under or pro- 
vided to be paid by the terms of any note or other obligation issued by the Cor- 
poration pursuant to subsection (a) of this section shall be considered a default 
under such note or other obligation, and, if such default continues for a period 
of thirty days, the holder of such note or obligation shall be entitled to receive 
debentures (in principal amount equal to the unpaid principal of the defaulted 
note or other obligation of the Corporation plus any interest due and unpaid on 
such note or other obligation), as hereinafter provided, upon assignment, trans- 
fer, and delivery to the Corporation, within a period and in accordance with 
rules and. regulations to be preseribed by the Corporation, of the note or other 
obligation in default. Debentures issued under this subsection shall be executed 
in the name of the Corporation as obligor, shall be signed by the Chairman of 
the Board of Directors of the Corporation by either his written or engraved 
signature, and shall be negotiable. Such debentures shall bear interest at a 
rate determined by the Corporation, with the approval of the Secretary of the 
Treasury at the time the defaulted note or other obligation of the Corporation 
was issued, but not to exceed 3 per centum per annum, payable semiannually 
on the 1st day of January and the 1st day of July of each year, and shall mature 
three years after the 1st day of July following the maturity date of the defaulted 
note or other obligation of the Corporation in exchange for which such debentures 
were issued. Such debentures shall be paid out of the Insurance Fund or out of 
any funds of the Corporation which shall be primarily liable therefor, and shall 
be fully and unconditionally guaranteed as to principal and interest by the United 
States, and such guaranty shall be expressed on the face of the debenture. In 
the event the Corporation fails to pay upon demand when due, the ncipal 
of, or interest on, any debenture so guaranteed, the Secretary of the sury 
shall pay to the holder or holders the amount thereof which is Beeb ass authorized 
to be appropriated, out of any money in the Treasury not o' 
and thereupon, to the extent of the amount so paid, the Secretary of the Treas- 
ury shall succeed to all the rights of the holder or holders of such debentures. 
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Debentures issued under this subsection (b) shall be in such form and denomina- 
tions in multiples of $50, shall be subject to such terms and conditions, and shall 
include such provision for redemption, if any, as may be prescribed by the Cor- 
poration with the approval of the Secretary of the Treasury, and may be in 
coupon or registered form, and shall not be subject to the limitations prescribed 
by subsection (a) of this section. Any difference between the amount of deben- 
tures to which the holder of the defaulted note or other obligation of the Corpora- 
tion is entitled under this subsection (b) and the aggregate principal amount 
of the debentures issued, not to exceed $50, shall be adjusted by the payment of 
cash by the Corporation. The Corporation may, with the approval of the Sec- 
retary of the Treasury, purchase in the open market debentures issued under 
the provisions of this subsection (b). Such purchases shall be made at a price 
which will provide an investment yield of not less than the yield obtainable 
from other investments authorized by this title. Debentures so purchased shall 
be canceled and not reissued. 


RESERVES, DIVIDENDS, AND INVESTMENT OF FUNDS 


Sec. 208. The Corporation shall carry to a specific reserve account for losses, 
to be known as the Insurance Fund, semiannually from interest receipts on 
mortgage loans amounts equal to one-fourth of'1 per centum per annum of the 
then outstanding balance of such mortgage loans. The Corporation shall make 
such charge-offs on account of depreciation or impairment of its assets as the 
Secretary shall require from time to time. In addition to the Insurance Fund 
reserve account for losses, the Administrator shall require the establishment 
and maintenance of, and the Corporation shall establish and maintain, such 
reserve or reServes aS he deems necessary. No dividends shall be paid except 
out of net earnings remaining after all reserves and chargeoffs required under 
this title have been provided for, and then only with the approval of the Ad- 
ministrator. Such reserves, including the Insurance Fund, and all other funds 
of the Corporation not invested in mortgage loans or operating facilities, shall 
be kept in cash or on deposit or invested in bonds or other obligations of, or 
guaranteed as to principal and interest by, the United States. 


MAXIMUM FUNDS FOR ANY ONE STATE 


Sec. 209. Not more than 10 per centum of the funds provided for in this title 
either’in the form of advances or loans, shall be expended in any one State. 


DEFINITIONS 


Sec. 210. As used in this title, the following terms shall have the meanings, 
respectively, ascribed to them below, and unless the context clearly indicates 
otherwise, shall include the plural as well as the singular number: 

(a) For the purposes of this title, “families of moderate income” means 
families whose incomes preclude them from purchasing or renting conventionally 
financed new housing with total monthly housing expenditures of 20 per centum 
of their normal stable income as defined by the Federal Housing Administration. 

(b) “Eligible borrower” or “borrower” shall mean (1) families of moderate 
income, or (2) any private nonprofit cooperative ownership housing corporation 
the permanent ccupancy of the dwellings of which is restricted to the members 
of such corporation, or (3) any private corporation, borrowing directly on a com- 
mitment from the National Mortgage Corporation, and authorized to provide 
dwellings (i) the occupancy of which is to be permitted in consideration of agreed 
charges, or (ii) for sale to a corporation of the character described in clause (2) 
of this paragraph. i 

(e) The term “corporation” (except when used to designate the Corporation 
created by section 202 hereof) shall mean either “corporation” or “trust” and 
references to members of such corporations shall with respect to trusts mean 
the beneficiaries thereof. 

(d) “Housing project” shall mean a project (including all property, real and 
personal, contracts, rights, and choses in action acquired, owned, or held by 
a borrower in connection therewith) of a borrower designed and used primarily 
for the purpose of providing dwellings : Provided, That nothing in this title shall 
be construed as prohibiting the inclusion in a housing project of such stores, 
offices, or other commercial facilities, recreational or community facilities, or 


an nondwelling facilities as are necessary appurtenances to such housing 
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(e) “Development cost” .shall mean, (1) the amount of the reasonable costs 
incurred by the borrower in, and necessary for, carrying out all works and under- 
takings for the development of a housing project and shall include the cost of all 
necessary surveys, plans and specifications, architectural, engineering, or other 
special services, land acquisition, site preparation, construction, and equipment 
interest incurred during the development of the housing project up to the time 
of completion, initial working capita! for the administration of the housing 
project, necessary expenses (including any initial operating deficit) in connection 
with the initial occupancy of the housing project; and the cost of such other 
items as the Adn inistrator or Corporation shall determine to be necessary for 
the development of the housing project, or (2) the cost, as approved by the 
Administrator or the Corporation, incurred by the borrower in, and necessary for 
the acquisition of a housing project developed with a loan made under this title. 

(f) “Mortgage” or “mortgage loan” shall mean a first mortgage on real estate 
in fee simple, or on a leaséhold (1) under a lease for not less than ninety-nine 
years which is renewable or (2) under a lease having a period of not less than 
seventy-five years to run from the date the mortgage was executed; and the 
term “first mortgage” shall mean such classes of first liens as are commonly 
given to secure advances on, or the unpaid purchase price of, real estate, under 
the laws of the State in which the real estate is located, together with the eredit 
instruments, if any, secured thereby. 

(g) The term “veteran” shall mean a person who has served in the active 
military or naval service of the United States at any time (i) on or after 
September 16, 1940, and prior to July 26, 1947, (ii) on or after April 6, 1917, 
and prior to November 11, 1918, or (iii) on or after June 25, 1950, and prior to 
February 1, 1955, and who shall have been discharged or released therefrom 
under conditions other than dishonorable. The term “serviceman” shall mean 
a person in the active military or naval service of the United States who has 
served therein at any time (i) on.or after September 16, 1940, and prior to July 
26, 1947, (ii) on or after April 6, 1917, and prior to November 11, 1918, or (iii) 
on or after June 25, 1950, and prior to February 1, 1955. 

(h) The term “going Federal rate” shall mean the annual rate of interest 
(or, if there shall be two or more such rates of interest, the highest. thereof) 
specified in the most recently issued bonds of the Federal Government having a 
maturity of ten years or more: , - 

(i) “State” shall mean the several States, the District of Columbia, and the 
Territories, dependencies, and possessions of the United States. 


AMENDMENTS OF OTHER ACTS 


Sec. 211. (a) The sixth sentence of paragraph Seventh of section 5136 of the 
Revised Statutes, as amended (12 U. S.C. 24), is amended by inserting before 
the comma after the words “or obligations of the Federal National Mortgage 
Association” the following: “, or notes, debentures, or other obligations of the 
National Mortgage Corporation”. 

Section 5200 of the Revised Statutes, as amended (12 U. 8. C. 84), is amended 
by adding at the end thereof, the following: 

“(12) Notes, obligations, and debentures of the National Mortgage Corpora- 
tion shall not be subject to any limitation based upon such capital and surplus.” 

(b) Seetion 201 of the Government Corporation Control Act (31 U. 8. C. 856) 
is hereby amended by striking out the words “and (4) Federal Deposit Insurance 
Corporation” and inserting in lieu thereof “(4) Federal Deposit Insurance 
Corporation, and (5) National Mortgage Corporation”. 


TAXES 


Src. 212. All real property and tangible personal property of the Corporation 
shall be subject to State, county, municipal, or local taxation to the same extent 
according to its value as other similar property is taxed, and any real property 
shall be subject to specia) assessments for local improvements. Except as to 
such taxation of real property and tangible personal property, the Corporation, 
including but net limited te its franchise, capital, reserves, surplus, income, 
assets, and other property, shall be exempt from all taxation now or hereafter 
imposed by the United States or by any State, county, municipality, or local 
taxing authority. All notes, debentures, and other obligations of the Corpora- 
tion shall be exempt, both as to principal and interest, from all taxes (except 
surtaxes, estate, inheritance, and gift taxes) by apy State, county, municipality, 
or local taxing authority. ; 
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PROTECTION OF LABOR STANDARDS 


Sec, 218. In order to protect labor standards— 

(a) any contract for a loan pursuant to this title shall contain a pro- 
vision requiring: (1) that not less than the salaries prevailing in the 
locality, as determined or adopted (subsequent to a determination under 
applicable State or local law) by the Administrator, shall be paid to all 
architects, technical engineers, draftsmen, and technicians, employed in the 
development, and to. all maintenance laborers and mechanics employed in 
the administration, of the housing project involved; (2) that not less than 
the wages prevailing in the locality, as predetermined by the Secretary of 
Labor pursuant to the Davis-Bacon Act (49 Stat. 1011), shall be paid to 
all laborers and mechanics employed in the development of the housing 
project involved; and (3). that certification as to compliance with the pro- 
visions of this subsection be made prior to the making of any payment under 
such contract ; 

(b) the provisions of title 18, United States Code, section 874, and of 
section 2 of the Act of June 13, 1934, as amended (40 U. 8S. C. 276c), shall 
apply to any housing project financed in whole or in part with funds made 
available pursuant to this title ; 

(ec) any contractor engaged on any housing project financed in whole or 
in part with funds made available pursuant to this title shall report monthly 
to the Secretary of Labor, and shall cause all subcontractors to report in 
like manner, within five days after the close of each month and on forms to 
be furnished by the United States Department of Labor, as to the number 
of persons on their respective payrolls on the particular housing project, 
the aggregate amount of such payrolls, the total man-hours worked, and 
itemized expenditures for materials. Any such contractor shall furnish 
to the Department of Labor the names and addresses of all subcontractors 
on the work at the earliest date practicable, 


PENALTIES 


Sec. 214. (a) Any person who induces or influences a borrower hereunder to 
purchase or acquire property or to enter into any contract, in connection with 
any housing project to be financed, in whole or in part, with a loan made under 
this title, and willfully fails to disclose any interest, legal or equitable, which he 
has in such property or such contract, or any special benefit which he expects to 
receive as a result of such contract, shall be fined not more than $5,000, or im- 
prisoned for not more than one year, or both. 

(b) No individual, association, partnership, or corporation (except the Cor- 
poration established under this title) shall hereafter use the words “national 
mortgage corporation”, or any combination of words which might reasonably 
lead to confuse with the National Mortgage Corporation as the name or a part 
thereof under which he or it shall do business. Any such use shall constitute 
a misdemeanor and shail be punishable by a fine not exceeding $1,000. 

(c) Whoever, for the purpose of obtaining any loan under this title, or any 
extension or renewal thereof or the acceptance release, or substitution of se- 
curity therefor, or for the purpose of influencing in any way the action of the 
Corporation under this title, makes any statement, knowing it to be false, shall 
be punished by a fine of not more than $5,000, or by imprisonment for not more 
than one year, or both. 

(d) Whoever (1) falsely makes, forges, or counterfeits any obligation, in 
imitation of or purporting to be an obligation issued by the Corporation, or (2) 
passes, utters, or publishes, or attempts to pass, utter, or publish, any false, 
forged, or counterfeited obligation purporting to have been issued by the Cor- 
poration, knowing the same to be false, forged, or counterfeited, or (3) falsely 
alters any obligation issued or purporting to have been issued by the Corpora- 
tion, or (4) passes, utters, or publishes, or attempts to pass, utter, or publish, 
as true, any falsely altered or spurious obligation issued or purporting to have 
been issued by the Corporation, knowing the same to be falsely altered or 
spurious, shall be punished by a fine of not more than $10,000, or by imprison- 
ment for not more than five years, or both. 

(e) Whoever, being connected in any capacity with the Corporation, (1) 
embezzles, abstracts, purloins, or willfully misapplies any moneys, funds, securi- 
ties, or other things of value, whether belonging to it or pledged, or otherwise 
entrusted to:it, or (2) with intent to defraud the Corporation or any other body, 
politic or corporate; or any individual, or to deceive any officer, auditor, or ex- 
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aminer of the Corporation, makes any false entry in any book, report, or state- 
ment of or to the Corporation, or without being duly authorized draws any 
order or issues, puts forth, or assigns any note, debenture, bond, or other such 
obligation, or draft, bill of exchange, mortgage, judgment, or decree thereof, 
shall be punished by a fine of not more than $10,000, or by imprisonment for not 
more than five years, or both. 

(f) All general criminal and penal statutes of the United States relating to 
public moneys, property, or employees of the United States shall apply to public 
moneys, property, and employees of the Corporation. No officer or employee of 
the Corporation shall participate in any matter affecting his personal interests 
or the interests of any corporation, partnership, or association in which he is 
directly or indirectly interested. 


TITLE ITI—HOUSING COORDINATION IN METROPOLITAN DISTRICTS 


Sec. 301. (a) The Administrator of the Housing and Home Finance Agency 
shall cause to be established in each metropolitan district an Office of Coordina- 
tion to be headed by a Director who shall be designated by the Administrator. 

(b) The Director of each Office of Coordination shall— 

(1) study and analyze the housing and mortgage markets, and housing 
needs in the particular metropolitan district ; 

(2) make reports and recommendations to the Housing and Home Finance 
Administrator as an aid in the formulation of policies or the allocation of 
funds affecting the particular metropolitan district; and 

(3) appoint an advisory committee of not more than fifteen persons who 
are residents and broadly representative of the metropolitan district for 
which the particular Office of Coordination was established. The Director 
shall advise and consult with the advisory committee in carrying out his 
duties under this section and shall present to the committee for is con- 
sideration and comment any proposed recommendation of the Director to 
the Administrator of the Housing and Home Finance Agency with respect 
to the granting of housing or public works assistance in the metropolitan 
district. Insofar as possible, the Director shall seek te obtain a majority of 
the members of the committee from among local elected officials to be 
selected in proportion to the population of their particular election. districts. 
The Director shall request the mayor of the largest municipality in the 
district to serve as chairman of the committee. The Director shall further 
request the Governor of the State, or the governors of the States, within 
which the metropolitan district lies to appoint one representative each to 
serve on the committee. 

(c) The Director of each Office of Coordination in each metropolitan district 
shall encourage the establishment under applicable State law of State or munic- 
ipal agencies for metropolitan planning in connection with housing and public 
works needs. Upon the establishment of any such State or municipal agency, 
the Administrator of the Housing and Home Finance Agency is authorized to 
make grants to assist the ageney to carry out its planning functions. Any 
such grants shall be made on a matching basis with funds provided for such 
purpose by the State or municipality. The Administrator of the Housing and 
Home Finance Agency is authorized upon the recommendation of the Director 
of an Office of Coordination for any metropolitan district, (1) to reduce the 
maximum mortgage insurance ratios which would otherwise be applicable in 
such metropolitan district or any part thereof during any year in which such 
district or part thereof is not included within the planning jurisdiction of a 
metropolitan planning agency, and (2) to reduce the maximum grants or loans 
which would otherwise be available for such district or part thereof for public 
works planning, urban renewal, and public housing during any such year. The 
reduction in maximum mortgage ratios or maximum grants or loans herein 
authorized to be made in the case of any metropolitan district or part thereof 
shall not be increased by more than 1 per centum for each year in which such 
district is not included within the planning jurisdiction of a metropolitan plan- 
ning agency. Upon the establishment of any such planning agency pursuant to 
State legislation the Director shall present to it for its consideration and com- 
ment any proposed recommendation to be made by the Direetor to the Admin- 
istrator of the Housing and Home Finance Agency with respect to the granting 
of housing or public works assistance in the metropolitan district. 

(d) There are hereby authorized to be appropriated such sums as may be 
necessary to carry out the purposes of this section. 
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TITLE IV—AIDS TO LOCAL PUBLIC WORKS 


Sec. 401. Paragraph (e) of section 702 of the Housing Act of 1954, as amended, 
is hereby further amended by striking out the second sentence and substituting 
in lieu thereof the following: ‘“‘There are hereby authorized to be appropriated 
for such revolving fund, in addition to the amount authorized by this section 
as originally enacted and as amended, the further amount of $20,000,000 which 
may be made available to the revolving fund on or after July 1, 1956; and such 
additional sums which may be made available from year to year thereafter as 
may be estimated to be necessary for the planning of a $20,000,000,000 local 
public works program at the end of a five-year period.” 

Sec. 402. The Housing Act of 1954, as amended, is amended by redesignating 
section 703 as section 705, and by inserting after section 702 two news sections 
as follows: 

“Sec. 708. The Administrator is authorized to guarantee, up to a face amount 
of $1,000,000,000, the bonds or other obligations of local public agencies, upon 
such terms and conditions as he may deem appropriate, issued for the purpose 
of acquiring sites for local community facilities in advance of actual need. In 
the event of default by the local public agency on the interest of such bonds or 
other obligations, the Secretary of the Treasury is authorized to purchase such 
bonds with funds available to him from the proceeds from the sale of securities 
issued under the Second Liberty Bond Act, which securities may be issued and 
sold for this purpose. 

“Sec, 704. There is hereby authorized to be appropriated the sum of $1,000,000 
annually for a ten-year period commencing on or after July 1, 1956, to be used 
by the National Science Foundation for the purpose of providing scholarships 
in public and private nonprofit institutions of higher education for the graduate 
training of professional city planning and housing technicians. Persons shall 
be selected for such scholarships solely on the basis of ability.” 

Src. 403. Paragraph (a) of section 203 of the Housing Amendments of 1955 
is amended by striking out “$100,000,000” and substituting in lieu thereof 
“$1,000,000,000.” 


TITLE V—SLUM CLEARANCE AND URBAN RENEWAL 


Sec. 501. (a) Section 102 of the Housing Act of 1949, as amended, is amended 
by inserting after subsection (d) a new subsection as follows: 

“(e) The Administrator may make advances of funds on an annual basis to 
local publie agencies for long-term rehabilitation and conservation activities and 
for redevelopment planning in amounts not in excess of 90 per centum of the 
expenditures incurred by such agencies for such purposes. The contract for any 
such advance of funds shall be made on such terms and conditions as the Admin- 
istrator may prescribe, and any such annual expenditures incurred by a local 
public agency pursuant to any such contract may be considered as part of the 
gross project cost of any project undertaken by such agency subsequent to the 
incurring of such expenditures.” 

(b) Subsections (e), (f), and (g) of section 102 of such Act, as designated 
prior to the amendment made by subsection (a) of this section, are redesignated 
as (f), (g), and (h), respectively. 

Sec. 502. (a) The second sentence of section 103 (a) of the Housing Act of 
1949, as amended, is amended to read as follows: “The aggregate of such capital 
grants with respect to all the projects of a local public agency on which contracts 
for capital grants have been made under this title shall not exceed the difference 
between the net project cost and the local grants-in-aid actually made with 
respect to the project.” 

o Section 104 of the Housing Act of 1949, as amended, is amended to read 
as follows: 

“Sec. 104. Every contract for capital grants under this title shall require local 
grants-in-aid in connection with the project involved. Such local grants-in-aid, 
together with the local grants-in-aid to be provided in connection with all 
other projects of the local public agency on which contracts for capital grants 
have theretofore been made, shall not be required in excess of one-third of the 
aggregate net project costs involved.” 

Sec. 503. Section 110 (b) of the Housing Act of 1949, as amended, is amended 
by inserting before the period at the end thereof a colon and the following: 
“Provided, That the locai public agency may exercise discretion with respect to 
the time of effecting any land acquisitions and the removal of structures thereon 
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in the formulation of any urban renewal plan in the interest of carrying out a 
project with maximum economy and a minimum amount of hardship to the 
residents of an area.” 

Sec. 504. Section 103 (b) of the Housing Act of 1949, as amended, is amended 
by striking out “$200,000,000” and inserting in lieu thereof “$250,000,000.” 

Sec. 505. (a) (1) Section 105 (c) of the Housing Act of 1949, as amended, is 
amended by striking out “temporary.” 

(2) Section 110 (b) of such Act is amended (A) by striking out “and” imme- 
diately preceding “(3)”, and (B) by inserting before the period a comma and 
the following: ‘“‘and (4) shall include a comprehensive program for the relocation 
of families displaced from the urban renewal area, and for controlling population 
density in the locality. Any such plan shall show the estimated future popu- 
lation of the locality, population densities to be allowed for different sections in 
the locality, the number of persons to be relocated as a result of slum-clearance 
activities, and the areas to be developed to accommodate relocated families: 
Provided, That no such plan shall be approved after January 1, 1958, which 
involves the relocation of families unless the plan shows that there will be 
adequate housing available for such families as they are displaced.” 

(b) (1) Section 108 (a) of such Act is amended by striking out the proviso 
therein. 

(2) Section 105 of such Act is amended by adding at the end thereof a new 
subsection as follows: 

“(e) Where persons are to be displaced from an urban renewal area and where 
relocation of such persons requires the development of vacant land, the urban 
renewal plan of the local public agency shall include the development of such 
land.” 

Src. 506. Section 107 of title I of the Housing Act of 1949, as amended, is 
hereby amended by inserting before the period thereof a colon and the fol- 
lowing: “Provided, That the local contribution in the form of tax exemption, 
cash, or tax remission required by section 10 (h) of the United States Housing 
Act of 1937, as amended, with respect to the low-rent housing project into which 
such land is ineornorated shall be accepted in lieu of the local grants-in-aid 
required by this title”. 


TITLE VI—CONVENTIONAL MORTGAGE CREDIT AIDS 


Sec. 601. Paragraph (d) (4) of section 221 of the National Housing Act, as 
amended, is hereby amended as follows: for the word “thirty” therein, substi- 
tute “forty’’. 

Sec. 602. Section 4 of the Federal Home Loan Bank Act, as amended, is further 
amended by adding a new subsection at the end thereof as follows: 

(d) The board is hereby authorized to charter additional Federal savings and 
loan associations in areas not now adequately served by mortgage lending insti- 
tutions, the board is authorized to purchase from such association up to 80 per 
centum of the stock issued by them but not to exceed $500,000 by any single 
institution. For this purpose, there is authorized to be appropriated not to 
exceed $200,000,000. 

Sec. 603. Section 8 of the Federal Home Loan Bank Act, as amended, is fur- 
ther amended by adding a new sentence at the end thereof, to read as follows: 
“The Board shall survey the mortgage lending resources of each State, includ- 
ing nonfarm areas thereof, and shall report periodically to the Congress on its 
program for providing mortgage lending institutions throughout the country.” 

Sec. 604. Section 11 of the Federal Home Loan Bank Act, as amended, is 
further amended by adding at the end thereof a new subsection (k) to read 
as follows: 

“(k) Federal Home Loan Banks are authorized, subject to regulations to be 
promulgated by the board, to discount mortgage loans made by banks in areas 
not adequately served by mortgage lending institutions. Such loans may be 
rediscounted by other member institutions located in the general geographic area 
of the originating institution and not in excess of one hundred miles from such 
originating institution. For this purpose there is authorized to be appropriated 
not to exceed $200,000,000 as a revolving fund to be used under the supervision 
of the board.” 


Smo. 605. Title III of the National Housing Act, as amended, is amended to 
read as follows: 
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“TITLE ITI—NATIONAL MORTGAGE ASSOCIATIONS 


“CREATION AND POWERS OF NATIONAL MORTGAGE ASSOCIATIONS 


“Sec. 301. (a) The Administrator is further authorized and empowered to 
provide for the establishment of national mortgage associations as hereinafter 
provided which shall be authorized, subject to rules and regulations to be pre- 
scribed by the Administrator-— 

“(1) to make real estate loans which are acceptable for insurance or 
insured under title II of this Act: Provided, That no such association con- 
trolled or operated by the United States or any agency of the United States 
shall make any real estate loan which is accepted for insurance or insured 
under section 203 of this Act; 

“(2) to purchase, service, or sell any mortgages, or partial interests 
therein, which are insured under titles II and VI of this Act. 

“(3) to purchase, service, or sell uninsured first mortgages and such other 
liens as are commonly given under the laws of the State, district, or Terri- 
tory in which the real estate is located to secure advances upon real estate 
held in fee simple, or under a lease for not less than ninety-nine years which 
is renewable, or under a lease having a period of not less than fifty years 
to run from the date the mortgage was executed, together with the credit 
instruments, if any, secured thereby; but the amount of the principal obli- 
gation of any such uninsured mortgage shall not exceed 60 per centum of 
the appraised value of the property as of the date the mortgage is purchased 
by the association; and 

“(4) to borrow money for any of the foregoing purposes through the is- 
suance of notes, bonds, debentures, or other such obligations as hereinafter 
provided. 

“(b) Any number of natural persons, not less than five, may apply to the 
Administrator for authority to establish a national mortgage association, and at 
the time of such application shall transmit to the Administrator articles of 
association, signed and sealed by each of the incorporators and acknowledged 
before a judge of any court of record or a notary public, which shall contain (1) 
the name of the association, (2) the place where its principal office or place of 
business is to be located, and (3) such information with respect to its capital 
stock as the Administrator may by regulation require. If the Administrator is 
of the opinion that the establishment of such an association is desirable te pro- 
vide a market for mortgages insured under title II and is in the public interest, 
that the incorporators transmitting the articles of association are responsible 
persons, and that such articles of association are satisfactory in all respects, 
he may issue or cause to be issued to such incorporators a certificate of approval, 
and the association shall become, as of the date of issuance of such certificate, a 
body corporate by the name set forth in its articles of association. 

“(c) Each national mortgage association created under this section shall have 
succession from the date of its organization unless it is dissolved by act of its 
shareholders, or its franchise becomes forfeited by order of the Administrator as 
hereinafter provided, or it is dissolved by Act of Congress, and shall have power— 

“(1) to adopt and use a corporate seal. 

“(2) to make contracts. 

“(3) to sue and be sued, complain and defend, in any court of law or 
equity, State or Federal. 

“(4) to conduct its business in any State of the United States, or in the 
District of Columbia, Alaska, Hawaii, or Puerto Rico, and to have one or 
more officers in such State, or in the District of Columbia, Alaska, Hawaii, 
or Puerto Rico, one of which officers shall be designated at the time of 
organization as its principal office. 

“(5) to do all things as are necessary or incidental to the proper manage- 
ment of its affairs and the proper conduct of its business. 

“(d) No association shall transact any business except such as is incidental 
to its organization until it has been authorized to do so by the Administrator. 
Each such association shall have a capital stock of a par value of not less than 
$2,000,000, and no authorization to commence business shall be granted hy the 
Administrator to any such association until he is satisfied that such capital 
stock has been subscribed for at not less than par and that at least 25 per centum 
thereof has been paid in cash, or in Government securities at their par value, or in 
first mortgages or such other first liens as are described in subsection (a) of this 
section, which mortgages or liens shall be taken at such value as the Admin- 
istrator may determine, not exceeding (except as to mortgages insured under 





24 HOUSING AMENDMENTS OF 1956 


title II of this Act) 60 per centum of the appraised value of the property as of 
the date of subscription, and that the remainder of the subscription to such 
capital stock is payable in the same manner and at such time as may be de- 
termined by the Administrator: Provided, That no association shall issue notes, 
bonds, debentures, or other such obligations until such time as such subscriptions 
are paid in full in cash or Government securities at their par value or in 
mortgages or other liens as hereinbefore set forth. 

“(e) Hach national mortgage association, for the purpose of all actions by or 
against it, real, personal, or mixed, and all suits in equity, shall be deemed a 
citizen of the State in which its principal office is located. 

“(f) No individual, association, partnership, or corporation, except as pro- 
vided in this title, shall hereafter use the words “national mortgage association”, 
or any combination of such words, as the name or a part thereof under which he 
or it shall do business. Every individual, partnership, association, or corpora- 
tion violating this prohibition shall be guilty of a misdemeanor and shall be 
punished by a fine of not exceeding $100 or imprisonment not exceeding thirty 
days, or both, for each day during which such violation is committed or repeated. 
The provisions of section 5243 of the Revised Statutes of the United States, as 
amended (12 U. 8S. C. 583), shall not apply to associations created under this 
title. 


“OBLIGATIONS OF NATIONAL MORTGAGE ASSOCIATIONS 


“Sec. 302. Each national mortgage association is authorized to issue and 
have outstanding at any time notes, bonds, debentures, or other such obligations 
in an aggregate amount not to exceed (1) twenty times the amount of its paid-up 
capital and surplus, and in no event to exceed (2) the current unpaid principal 
of mortgages held by it and insured under the provisions of titles Il and VI 
of this Act, plus the amount of its cash on hand and on deposit and the amortized 
value of its investments in bonds or other obligations of, or in bonds or other 
obligations guaranteed as to principal and interest by, the United States. No 
national mortgage association shali borrow money otherwise than through the 
issuance of such notes, bonds, debentures, or other obligations, except with the 
approval of the Administrator and under such rules and regulations as he shall 
prescribe. An association may, if its bylaws so provide, accept any notes, 
bonds, debentures, or other obligations issued by it in payment of obligations due 
it at par plus accrued interest: Provided, That such notes, bonds, debentures, or 
other obligations so accepted shall be canceled and not reissued. 


“INVESTMENT OF FUNDS ; RESERVES 


“Sec. 308. Moneys of any national mortgage association not invested in first 
mortgages or other liens as provided in section 301 of this title, or in operating 
facilities approved by the Administrator, shall be kept in cash on hand or on 
deposit, or invested in bonds or other obligations of, or in bonds or other obliga- 
tions guaranteed as to principal and interest by, the United States; except that 
each such association shall keep and maintain such reserves as the Adminis- 
trator shall by rules and regulations prescribe, and may purchase in the open 
market notes, bonds debentures, or other such obligations issued under section 
302. 


“MANAGEMENT OF ACQUIRED PROPERTIES 


“Seo. 304. Subject to such rules and regulations as the Administrator shall 
prescribe, any national mortgage association shall have power to deal with, 
rent, renovate, modernize, or sell for cash or credit, or otherwise dispose of, 
with a view to assuring a maximum financial return to the association, any 
property acquired by it as a result of foreclosure proceedings. 


“EXAMINATIONS AND LIQUIDATION 


“Sec. 305. The Administrator shall have power to provide for the periodic 
examination of the affairs of any national mortgage association and shall have 
power to terminate the existence of any such association and order its liqui- 
dation and the winding up of its affairs in any case in which the Administrator 
finds that the association is violating any provisions of this title or any rule 
or regulation thereunder, or in any case in which he finds that the association 
is conducting its business in an unsafe and unbusinesslike manner, Io any 
ease in which the Administrator finds, upon examination of the affairs of any 
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such association, that the capital of such association is substantially impaired, 
and if, within thirty days after the Administrator has notified the association 
of the existence of such impairment, the capital is not restored to the satis- 
faction of the Administrator, he shall terminate the existence of such associa- 
tion and shall order the liquidation and winding up of its affairs. The expenses 
of examination of any such association shall be assessed upon and paid for 
by the association in such manner and under such rules and regulations as the 
Administrator shall prescribe. For the purposes of this section, examiners ap- 
pointed by the Administrator shall be subject to the same requirements, re- 
sponsibilities, and penalities as are applicable to examiners under the national 
banking laws and the Federal Reserve Act, and, in the exercise of their func- 
tions, shall have the same powers and privileges as are vested in such examiners 
by law. 


“RULES AND REGULATIONS 


“Src. 306. The Administrator shall have power to provide by rules and regu- 
lations for the liquidation, reorganization, consolidation, or merger of national 
mortgage associations, including the power to appoint a conservator or a 
receiver to take charge of the affairs of any such association, to require an 
equitable readjustment of its capital structure, to release it from the control 
of a conservator or receiver, and to permit its further operation. 


“TAXATION 


“Sro. 307. All notes, bonds, debentures, or other obligations issued by any 
national mortgage association shall be exempt, both as to principal and interest, 
from all taxation (except surtaxes, estate, inheritance, and gift taxes) now or 
hereafter imposed by the United States, by any Territory, dependency, or pos- 
session thereof; or by any State, county, municipality, or local taxing authority. 
Every national mortgage association, including its franchise, capital reserves, 
surplus, mortgage loans, income, and stock, shall be exempt from taxation now 
or hereafter imposed by the United States, by any Territory, dependency, or 
possession thereof, or by any State, county, municipality, or local taxing author- 
ity. Nothing herein shall be construed to exempt the real property of such asso- 
ciation from taxation by any State, county, municipality, or local taxing authority 
to the same extent according to its value as other real property is taxed. 


“DEPOSITARIES OF PUBLIC MONEYS 


“Sec. 308. When designated for that purpose by the Secretary of the Treasury 
any national mortgage association shall be a depositary of public money, except 
receipts from customs, under such regulations as may be prescribed by said 
Secretary ; and it may also be employed as a financial agent of the Government; 
and it shall perform all such reasonable duties as a depositary of public money 
and financial agent of the Government as may be required of it. Any national 
mortgage association may act as agent for any other instrumentality of the 
United States when designated for that purpose by such instrumentality. 


“FEDERAL NATIONAL MORTGAGE ASSOCIATION 


“Sec. 309. (a) The Federal National Mortgage Association (hereinafter re- 
ferred to as the ‘Association’), established pursuant to the provisions of this 
title as in effect prior to the enactment of the Housing Act of 1954, and referred 
to in section 302 of this title, as amended by such Act, is hereby continued as 
a constituent agency of the Housing and Home Finance Agency and shall have 
and may exercise all the powers and functions vested in it prior to the enactment 
of the Housing Act of 1954: Provided, That any commitments or obligations 
entered into by the Association under this title after the date of enactment of 
the Housing Act of 1954 and prior to the date of enactment of the Housing Act 
of 1956 are hereby preserved and shall be carried out in accordance with the 
provisions of this title which were in effect when such commitments or obliga- 
tions were entered into. 

“(b) The Association is hereby further authorized to make mortgage loans 
and to contract with private lenders to initiate and service mortgage loans. Such 
loans shall involve housing on which a commitment to insure or a certificate of- 
eligibility has been made by the Federal Housing Administration, and a principal 
obligation in an amount not exceeding the cost of the housing as determined by 
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the Association, such cost to be certified by the mortgagor in the manner pro- 
vided by section 227 of the National Housing Act. Mortgagees servicing loans 
under this section shall be paid a servicing fee of one-half of 1 per centum. The 
mortgage loan shall provide for complete amortization within a period of forty 
years by periodic payments on such terms as the Association shall prescribe and 
shall bear interest, on the amount of the principal obligation outstanding at any 
time, at a fixed rate, based on the cost to the Association of borrowings plus one- 
half per centum, to compensate the Association for its estimated Overhead and 
administrative expenses in connection with such loan and for proportionate pay- 
ments to required reserves. The mortgage loan shall be in such form, contain 
such provisions, as to security repayment and redemption, and be subject to such 
other terms and conditions as the Association may determine, For this purpose 
there is hereby authorized to be appropriated not to exceed $100,000,000. 

“(e) The Association is authorized to enter into advance commitment con- 
tracts which do not exceed $50,000,000 outstanding at any one time if such com- 
mitments relate to mortgages with respect to which the Federal Housing Admin- 
istration shall have issued either a commitment to insure or a statement of 
eligibility : Provided, That no more than $5,000,000 outstanding at any one time 
of such authorization shall be available for such commitments in any one State. 

“Sec. 810. Any contract for issurance of mortgages or for direct mortgage 
loans under this title shall contain a provision for extending the period of 
amortization at any time the mortgagor, because of unemployment, economic 
conditions, or misfortune beyond his control, is unable to make a principal or 
interest payment due under or provided to be paid by the terms of the mortgagee: 
Provided, That no single extension shall be for a period of more than one year, 
nor the aggregate of all such extensions for a period of more than three years.” 


TITLE VII—FARM HOUSING, HOUSING FOR THE AGING, HOUSING 
RESEARCH AND TECHNICAL INNOVATIONS 


FARM HOUSING 


Sec. 701. Section 511 of title V of the Housing Act of 1949, as amended, is 
amended (1) by striking out “and” immediately following the phrase “July 1, 
1954” in the first sentence thereof, and (2) by adding before the period at the 
end of the first sentence a comma and the following: “and an additional $200,- 
000,000 on and after July 1 of each year thereafter”. 


HOUSING FOR THE AGING 


Sec. 702. (a) With respect to any housing for which provision is made in this 
Act, the term “elderly-families” means families consisting of a single person 
sixty-five years of age or over, or families the head of which or his spouse is 
sixty-five years of age or over, 

(b) The Administrator shall make provision, for up to 10 per centum of any 
housing units built pursuant to this Act, for dwelling units suitable to meet the 
needs of elderly families. Elderly families shall be accorded prior preference 
for such housing, and, as among such families, the “first” preferences provided for 
in this Act and in the United States Housing Act of 1937, as amended, shall apply. 


RESEARCH 


Sec. 708. (a) Subsection (a) of section 301 of the Housing Act of 1948, as 
amended, is amended to read as follows: 
“Sec. 301. The Housing and Home Finance Administrator shall— 

“(a) with the advice and continuing collaboration of the Housing Re- 
search Advisory Committee, undertake and conduct a program of inte- 
grated investigations, analysis, and research to assist the building industry 
in the solution of problems relating to— 

“(1) urban and surburban land use practices; 

(2) the need for community facilities (water, sanitation, roads, 
schools, ete.) in outlying suburban areas; 

“(3) site planning; 

“(4) residential design, assembly methods, and materials use in re- 
lation to cost, utility, and comfort ; 

“(5) building codes and other local regulations; 
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(6) administrative methods of State and local public authorities 
for the prevention and elimination of substandard conditions in housing 
structures and neighborhood environment ; 

“(7) housing credit and finance; and 

**(8) local market data relating to need, demand, and characteristics 
to the end that a high annual volume of residential construction may be 
may be maintained and housing costs lowered and quality improved for 
the homeowner and renter. 

contracts may be made by the administrator, with the advice and con- 
tinuing collaboration of the Housing Research Advisory Committee, for 
research and studies authorized by this subsection for work to continue not 
more than four years from the date of such contract.” 

(b) Title III of the Housing Act of 1948, as amended, is amended by adding 
at the end thereof a new section as follows: 

“Seo. 305. (a) The Administrator shall appoint the Housing Research Advisory 
Committee, referred to in section 301 (a). The Committee shall consist of not 
more than fifteen members, chosen to represent the interests of— 

“(1) State and local authorities concerned with legislation, codes, ordi- 
nances, and other regulations related to land use, zoning ordinances, sub- 
division regulations, building and housing codes; 

“(2) State, county, and municipal engineering authorities concerned 
with utililties and road construction practices ; 

“(3) nationally recognized organizations concerned with construction 
standards ; 

“(4) housing credit and finance; 

“(5) buildings materials manufacturers ; 

“(6) home builders; 

“(7) realtors; 

“(8) architects and engineers ; 

“(9) labor; 

“(10) colleges, universities, and other institutions and groups active in 
improvement of housing through research ; and 

(11) public interest and consumer groups concerned with improving the 
supply of housing. é 

“(b) Before undertaking any research authorized under this title, the Admin- 
istrator shall, with the advice and assistance of the House Research Advisory 
Committee, prepare a comprehensive plan of integrated research covering in 
general outline, and on a priority basis, the subject areas set forth in section 
301 (a). Such a plan, as amended fron: time to time, shall be used as a general 
guide in approving specific research projects authorized under this title and in 
developing and administering the program as a whole.” 

(c) (1) Notwithstanding any other provision of law, the Administrator of 
the Housing and Home Finance Agency shall as promptly as possible undertake 
and conduct a program of housing research in accordance with the provisions of 
title III of the Housing Act of 1948, as amended. 

(2) In order to carry out the program authorized by this subsection there 
are hereby authorized to be appropriated not to exceed $2,000,000 for each fiscal 


year. 

In addition to funds appropriated for such purpose, the Administrator of the 
Housing and Home Finance Agency is authorized to utilize for necessary 
expenses in carrying out such program not to exceed $2,000,000 each year from 
funds available to the Housing and Home Finance Agency, or for any function 
performed by such agency, and which are not otherwise committed. 


{S. 3186, 84th Cong., 24 sess.] 
A BILL To provide for the establishment of a Commission on National Housing Policy 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


DECLARATION OF POLICY AND PURPOSE 


s Section 1. The Congress finds that the general welfare and security of the 
Nation and the health and living standards of the people require a dynamic 
housing industry and an increasing availability of residential housing and 
related community development. The Congress further finds that the periodic 
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discounting of Government-supported mortgages demonstrates the lack of an 
orderly mortgage market and tends te negate public policy, and that it may 
be desirable to develop new sources of investment funds to meet the housing 
needs of the Nation. It is the purpose of this Act to authorize an intensive 
study to be made of ways and means of encouraging a flow of investment 
capital to provide financing, through an orderly and adequate market, sufficient 
to support a level of residential construction compatible with the housing demands 
and needs of the population and the capacities of a balanced, high-level economy. 


ESTABLISHMENT OF THE COMMISSION ON NATIONAL HOUSING POLICY 


Sec. 2. (a) There is hereby established a commission to be known as the Com- 
mission on National Housing Policy (hereinafter referred to as the “Commis- 
sion’’). 

“(b) The Commission shall be composed of fifteen members as follows: 

(1) The Administrator of the Housing and Home Finance Agency, the Com- 
missioner of the Federal Housing Administration, the Administrator of Veterans’ 
Affairs, the Chairman of the Board of Governors of the Federal Reserve System, 
the Chairman of the Federal Home Loan Bank Board, the President of the 
Federal National Mortgage Association, and the Secretary of the Treasury, all 
ex officio; and 

(2) Eight persons to be appointed by the President from private life, such 
persons to be selected on the basis of their qualifications and experience in the 
field of housing or mortgage finance. 

(c) The Chairman and the Vice Chairman of the Commission shall be selected 
by the Commission from among its members at its first meeting. 

(d) Any vacancy in the Commission shall not affect its powers, but shall be 
filled in the same manner in which the original appointment was made. 

(e) Eight members of the Commission shall constitute a quorum. 


COMPENSATION AND STAFF 


Sec. 3. (a) The members of the Commission who are serving ex officio shall 
serve without compensation in addition to that received for their other services 
in the Government, but they shall be reimbursed for travel, subsistence, and 
other necessary expenses incurred by them in the performance of the duties 
vested in the Commission. The members of the Commission from private life 
shall each receive $50 per diem when engaged in the actual performance of duties 
vested in the Commission, plus reimbursement for travel, subsistence, and 
other necessary expenses incurred by them in the performance of such duties. 

(b) The Commission may— 

(1) appoint and “fix the compensation of such personnel as it deems 
advisable without regard to the civil service laws and the Classification Act 
of 1949, as amended ; 

(2) make such expenditures (including expenditures for actual travel and 
subsistence expenses of employees and witnesses, not exceeding $15 for sub- 
sistence expense of any one person for any one calendar day) for personal 
services, printing and binding, and for such other matters as are necessary 
for the efficient execution of its functions under this Act; and 

(3) procure, without regard to the civil service laws and the Classification 
Act of 1949, as amended, temporary and intermittent services to the same 
extent as is authorized for the departments by section 15 of the Act of 
August 2, 1946 (60 Stat. 810), but at rates not to exceed $50 per diem for 
individuals. 

(c) Service of an individual as a member of the Commission or employment 
of an individual by the Commission as an attorney or expert in any business or 
professional field, on a part-time or full-time basis, shall not be considered as 
service or employment bringing such individual within the provisions of section 
281, 283, 284, 434, or 1914 of title 18 of the United States Code, or section 190 of 
the Revised Statutes (5 U. 8. C. 99). 

(d) There are hereby authorized to be appropriated such sums as may be 
necessary to carry out the provisions of this Act. 


DUTIES OF THE COMMISSION 


Sec. 4. The Commission is authorized and directed to conduct an inquiry with 
respect to the current and prospective residential housing needs of the country 
and the capacity of the economy in general and of the building industry and mort- 
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gage market in particular to meet these needs. The Commission shall formulate 
recommendations which shall include but not be limited to the following subjects: 

(1) The short-term and long-term housing needs of the Nation ; 

(2) The discounting of Government-supported mortgages ; 

(3) Long-term prospects for developing new sources of investment funds to 
meet the housing needs of the Nation, including but not limited to private and 
semiprivate pension funds and trusts ; and 

(4) The extent to which the resources of the Federal National Mortgage 
Association can be utilized to stabilize the mortgage market. 


OBTAINING INFORMATION 


Sec. 5. (a) The Commission may, in connection with its inquiries and studies 
under this Act, hold such hearings and hear such witnesses as it may deem 
appropriate. 

(b) All departments and agencies of the Government are authorized and 
directed to cooperate with the Commission in its work and to furnish the Com- 
mission such information and assistance as it may require in the performance of 
its functions and responsibilities. 


REPORTS 


Sec. 6. The Commission may submit interim reports of its studies under section 
4 to the Congress and the President at such time or times as it deems advisable, 
and shall submit its final report with respect to such studies to the Congress and 
the President not later than December 31, 1956. The final report of the Com- 
mission shall include its recommendations (including recommendations for gov- 
ernmental action, either legislative or administrative, as it shall deem necessary ) 
with respect to the matters referred to in section 4, and such other related mat- 
ters as it shall determine to be appropriate. The Commission shall cease to 
exist ninety days after submission of its final report. 


[S. 8190, 84th Cong., 2d sess.] 


A BILL To authorize the Federal National Mortgage Association to enter into advance 
commitment contracts to purchase, and to purchase at par, certain mortgages covering 
low-cost residential housing 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the second sentence of subsection 
(b) of section 305 of the National Housing Act, as amended, is amended by 
inserting before the period a colon and the following: “Provided, That the price 
to be paid by the Association for any mortgage, with respect to which an advance 
commitment contract to purchase has been issued under subsection (g) of this 
section and which is purchased by the Association in its operations under this 
section, shall be 100 per centum of the unpaid principal amount thereof at the 
time of purchase with adjustments for interest and any comparable items.” 

(b) Section 305 of such Act is further amended by adding at the end thereof a 
new subsection as follows: 

“(g) Notwithstanding any other provision of this Act, the Association is 
authorized to enter into advance commitment contracts (not exceeding $50,000,000 
outstanding at any one time), if (1) such commitments relate to home mortgages, 
(2) the original principal obligation of each such mortgage does not exceed 
$7,600, and (3) there shall have been issued with respect to each such mortgage 
or mortgage loan either (A) a commitment to insure or a statement of eligibility 
by the Federal Housing Commissioner, or (B) a certificate of commitment by the 
Administrator of Veterans’ Affairs; but of such authorization not more than 
$5,000,000 outstanding at any one time shall be available for such commitments 
in any one State.” 


[S. 3296, 84th Cong., 2d sess.] 


A BILL To amend the Federal National Mortgage Association Charter Act to encourage 
private transactions in Federal Housing Administration insured and Veterans’ Admin- 
istration guaranteed mortgages at stabilized prices which approach or equal par value 
of such mortgages, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of subsecticn (b) of 
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section 303 of title III of the National Housing Act, as amended, is hereby amended 
to read as follows: 

“(b) The Association shall accumulate funds for its capital surplus account 
from private sources by requiring each mortgage seller to make payments of 
nonrefundable capital contributions equal to not more than 3 per centum of 
the unpaid principal amount of mortgages therein involved in purchases or 
contracts for purchases between such seller and the Association, except that, in 
no such purchase or contract for purchase shall the required capital contribution 
be fixed at an amount which will cause the seller to receive a price for the 
mortgage, after deduction of all service charges or fees and exclusive of certifi- 
eates of the Association’s common stock, less than 95 per centum of the unpaid 
principal amount of the mortgage.” 

Sec. 2. The second and third sentences of subsection (a) of section 304 of title 
III of the National Housing Act, as amended, are hereby amended to read as 
follows: “The Association shall, from time to time, establish prices to be paid 
by the Association for mortgages purchased by it in its secondary market 
operation under this section. The volume of the Association’s purchases 
and sales, the establishment of its purchase prices, sales prices, and service 
charges or fees, in its secondary market operations under this section, shall, to 
the maximum extent consistent with sound operation, be so conducted as to 
promote stability in the mortgage market and so as to reduce price discrimi- 
nations between different geographical areas, but such purchases and sales 
should be at such prices and on such terms as will reasonably prevent excessive 
use of the Association’s facilities and permit the Association to operate within 
its income derived from such secondary market operations.” 

Sec. 3. The Federal Housing Administration and the Veterans’ Administration 
shall, respectively, require, by regulations promulgated within sixty days after 
the date of enactment of this Act, the purchasers of all mortgage loans, which 
are insured or guaranteed by such agencies, and are purchased after the effective 
date of such regulations, to report to the Federal Housing Administration or 
the Veterans’ Administration, as the case may be, the original principal amount, 
the original term, and the interest rate of the mortgage loan, the outstanding 
balance and the remaining term at the time of purchase, the purchase price, the 
address of the property securing the mortgage loan, and such other information as 
may be necessary to enable the Federal Housing Administration and the Vet- 
erans’ Administration to analyze on a continuing basis the behavior of the sec- 


ondary mortgage market with respect to such insured or guaranteed mortgage 
loans. 


{S. 3802, 84th Cong., 2d sess.] 


A BILL To extend and amend laws relating to the provision and improvement of housing 
and the conservation and development of urban communities 


Be it enacted by the Senate and House of Representatives of the United States 


of America in Congress assembled, That this Act may be cited as the “Housing 
Amendments of 1956.” 


TITLE I—FHA INSURANCE PROGRAMS 
PROPERTY IMPROVEMENT LOANS 


Sec. 101. (a) Section 2 of the National Housing Act, as amended, is hereby 
amended by striking out “and prior to September 30, 1956,”. 
(b) Section 2 (b) of said Act, as amended, is hereby amended by— 

(1) striking out “made for the purpose of financing the alteration, repair, 
or improvement of existing structures exceeds $2,500, or for the purpose 
of financing the construction of new structures exceeds $3,000” and inserting 
“exceeds $3,500” ; 

(2) striking out “except that” in clause (2) and inserting “except that 
the Commissioner may increase such maximum limitation to five years and 
thirty-two days if he determines such increase to be in the public interest 
after giving consideration to the general effect of such increase upon bor- 
rowers, the building industry, and the general economy, and” ; and 

(3) striking out “$10,000” in the first proviso and inserting “$15,000 nor 
an average amount of $2,500 per family unit”. 
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HAZARD INSURANCE ON FHA ACQUIRED PROPERTIES 


Src. 102. Title I of said Act, as amended, is hereby amended by adding at 
the end thereof the following new section : 

“Sec. 10. Notwithstanding any other provision of law, the Commissioner is 
hereby authorized to establish a Fire and Hazard Loss Fund which shall be 
available to provide such fire and hazard risk coverage as the Commissioner, in 
his discretion, may determine to be appropriate with respect to real property 
acquired and held by him under the provisions of this Act. For the purpose of 
operating such fund, the Commissioner is authorized in the name of the fund to 
transfer moneys and require payment of premiums or charges from any one or 
more of the several insurance funds established by this Act and from the account 
established pursuant to section 2 (f) of this Act, in such amounts and in such 
manner, including repayments of such moneys, as the Commissioner, in his dis- 
cretion, shall determine. In carrying out the authority created by this section, 
the Commissioner and the Fire and Hazard Loss Fund shall be exempt from all 
taxation, assessments, levies, or license fees now or hereafter imposed by the 
United States, by any Territory or possession thereof, or by any State, county, 
municipality, or local taxing authority. Moneys in the Fire and Hazard Loss 
Fund not needed for current operations of the fund shall be deposited with the 
Treasurer of the United States to the credit of the fund or invested in bonds or 
other obligations of, or in bonds or other obligations guaranteed as to principal 
and interest by, the United States or in bonds or other obligations which are 
lawful investments for fiduciary, trust, and public funds of the United States. 

“Notwithstanding the provisions of this section, the Commissioner is authorized 
to purchase such other insurance protection as he may, in his discretion, deter- 
mine, and he may further provide for reinsurance of any risk assumed by the 
Fire and Hazard Loss Fund.” 


HOUSING FOR THE ELDERLY 


Src. 108. Section 203 (b) (2) of said Act, as amended, is hereby amended by 
striking out the period at the end thereof and substituting a comma and the 
following: “except that with respect to a mortgage executed by a mortgagor 
who is sixty years of age or older, as of the date the mortgage is endorsed for 
insurance, the mortgagor’s payment required by this proviso may be paid by a 
corporation or person other than the mortgagor under such terms and conditions 
as the Commissioner may prescribe.” 

Sec. 104 (a) Section 207 (b) of said Act, as amended, is hereby amended by— 

(1) striking out “to take” in the fifth sentence and inserting “(except 
provisions relating to housing for elderly persons) to take”; and 

(2) striking out “hereunder” in the sixth sentence and inserting “here- 
under (except with respect to housing designed for elderly persons, with 
occupancy preference therefor, as herein provided)”. 

(b) The second sentence of section 207 (c) of said Act, as amended, is hereby 
amended by— 

(1) striking out “two per family unit,” and inserting “two per family unit, 
or if 25 per centum or more of the family units are designed for the use and 
occupancy of elderly persons in accordance with standards established by 
the Commissioner and if the number of bedrooms is equal to or exceeds two 
per family unit for such units as are not specially designed for the use of 
elderly persons,” ; and 

(2) by inserting a colon and the following provisos before the period at 
the end thereof: “Provided, That if the entire property or project is specially 
designed for the use and occupancy of elderly persons in accordance with 
standards established by the Commissioner and the mortgagor is a financially 
qualified nonprofit organization acceptable to the Commissioner, the mort- 
gage may involve a principal obligation not in excess of $8,100 per family unit 
for such part of such property as may be attributable to dwelling use and not 
in excess of 90 per centum of the amount which the Commissioner estimates 
will be the replacement cnst of such property or project when the proposed 
physical improvements are completed: And provided further, That the Com- 
missioner shall prescribe such procedures as in his judgment are necessary 
a Pear elderly persons priorities in occupancy of the units designed for 

eir use”. 
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GENERAL MORTGAGE INSURANCE AUTHORIZATION 


Sec. 105. (a) Section 217 of said Act, as amended, is hereby amended by— 

(1) striking out “July 1, 1955” in the first sentence and inserting “July 1, 
1956” ; 

(2) striking out “$4,000,000,000”" in the first sentence and inserting 
“$3,000,000,000” ; and 

(3) striking out “section 2” in the first and second sentences and inserting 
“section 2 and section 803”. 

(b) Section 808 (a) of said Act, as amended, is hereby amended by inserting 
after “title” in the first proviso the following: “(except mortgages insured 
pursuant to the provisions of this title in effect prior to the enactment of the 
Housing Amendments of 1955)”. 


LOW-COST HOUSING FOR DISPLACED FAMILIES 


Sec. 106. Section 221 (d) of said Act, as amended, is hereby amended by— 

(1) striking out “$7,600” in clauses (2) and (3) and inserting “$8,000” ; 

(2) striking out “$8,600” in clauses (2) and (3) and inserting “$10,000” ; 

(3) striking out “95 per centum of the appraised value (as of the date 
of the mortgage is accepted for insurance) of a property, upon which there 
is located a dwelling designed principally for a single-family residence: 
Provided, That the mortgagor shall be the owner and occupant of the prop- 
erty at the time of the insurance and shall have paid on account of the 
property at least 5 per centum of the Commissioner’s estimate of the cost 
of acquisition in cash or its equivalent” in clause (2) and inserting “the 
appraised value (as of the date the mortgage is accepted for insurance) of 
a property, upon which there is located a dwelling designed principally for 
a single-family residence, less such amount as may be necessary to comply 
with the succeeding proviso: Provided, That the mortgagor shall be the owner 
and occupant of the property at the time of the insurance and shall have 
paid on account of the property at least $200 in cash or its equivalent (which 
amount may include amounts to cover settlement costs and initial payments 
for taxes, hazard insurance, mortgage insurance premium, and other prepaid 
expenses)” ; 

(4) striking out “95 per centum of” in clause (3) ; and 

(5) striking out “thirty” in clause (4) and inserting “forty”. 


APPROVAL OF COST CERTIFICATIONS 


Sec. 107. Section 227 of said Act, as amended, is hereby amended by— 

(1) inserting the following new sentence between the first and second 
sentences: “Upon the Commissioner’s approval of the mortgagor’s certifica- 
tion as required hereunder such certification shall be final and incontestable, 
except for fraud or misrepresentation on the part of the mortgagor.”; and 

(2) striking out “legal expenses,” in clauses (i) and (ii) in paragraph 
(c) and inserting “legal expenses, such allocations of general overhead items 
as are acceptable to the Commissioner,”. 


MILITARY HOUSING 


Seo. 108. Section 803 (a) of said Act, as amended, is hereby amended by strik- 
ing the last proviso and the colon which precedes it. 


TITLE II—SECONDARY MORTGAGE MARKET 


Seo. 201. Subsection (b) of section 302 of the National Housing Act, as 
amended, is hereby amended by— 
(1) striking out “; and (2)” and inserting “, (2)”; 
(2) striking out “if (i)” and inserting “if” ; and 
(3) striking out “or (ii) the original principal obligation thereof exceeds 
or exceeded $15,000 for each family residence or dwelling unit covered by 
the mortgage” and inserting “, and (3) except with respect to mortgages 
covering property located in Alaska, Guam, or Hawaii, the Association may 
not purchase any mortgage offered for purchase under section 305 if the 
original principal obligation thereof exceeds or exceeded $15,000 for each 
family residence or dwelling unit”. . 
Sec. 202. Subsection (b) of section 303 of said Act, as amended, is hereby 
amended by striking out the first sentence and inserting: “The Association 
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shall accumulate funds for its capital surplus account from private sources 
by requiring each mortgage seller to make payments of nonrefundable capital 
contributions equal to 2 per centum of the unpaid principal amounts of mortgages 
purchased or to be purchased by the Association from such seller or equal 
to such other greater or lesser percentage, but not less than 1 per centum thereof, 
as the Association may determine from time to time, taking into consideration 
conditions in the mortgage market and the general economy.” 

Sec. 203. Subsection (a) of section 304 of said Act, as amended, is hereby 
amended by striking out “at the market price” in the second sentence and in- 
serting “within the range of market prices.” 

Sec. 204. Subsection (c) of section 305 of said Act, as amended, is hereby 
amended by substituting “purchases” for “purchasers” in the clause preceding 
the proviso. 

Sec. 205. Section 306 of said Act, as amended, is hereby amended by— 

(1) striking out “and subsection (e) of this section” in the last sentence 
of subsection (c) ; and 

(2) repealing subsection (e). 


TITLE ITI—URBAN RENEWAL 


GENERAL 


Seo. 301. (a) Section 105 (a) of the Housing Act of 1949, as amended, is 
hereby amended by striking out “(including any redevelopment plan constituting 
a part thereof).” 

(b) Section 110 (b) of said Act is hereby amended by striking out clause (3) 
and the semicolon and the word “and” which immediately precede said clause 
and by inserting the word “and” after the semicolon at the end of clause (1). 

Sec. 302. (a) Section 110 (c) of said Act is hereby amended to read as 
follows: 

“(c) ‘Urban renewal project’ or ‘project’ may include undertakings and activi- 
ties of a local public agency in an urban renewal area for the elimination and 
for the prevention of the development or spread of slums and blight, and may 
involve slum clearance and redevelopment in an urban renewal area, or rehabili- 
tation or conservation in an urban renewal area, or any combination or part 
thereof, in accordance with such urban renewal plan. Such undertakings and 
activities may include : 

“(1) Acquisition of (i) a slum area or a deteriorated or deteriorating area, 
or (ii) land which is predominantly open and which because of obsolete platting, 
diversity of ownership, deterioration of structures or of site improvements, or 
otherwise, substantially impairs or arrests the sound growth of the community, 
or (iii) open land necessary for sound community growth which is to be developed 
for predominantly residential uses: Provided, That the requirement in para- 
graph (a) of this section that the area be a slum area or a blighted deteriorated 
or deteriorating area shall not be applicable in the case of an open land project ; 

“(2) Demolition and removal of buildings and improvements ; 

“(3) Installation, construction, or reconstruction of streets, utilities, parks, 
playgrounds, and other improvements necessary for carrying out in the urban 
renewal area the urban renewal objectives of this title in accordance with the 
urban renewal plan; 

“(4) Disposition of any property acquired in the urban renewal area (includ- 
ing saie, initial leasing or retention by the local public agency itself) at its fair 
value for uses in accordance with the urban renewal plan ; 

“(5) Carrying out plans for a program of voluntary repair and rehabilitation 
ot buildings or other improvements in accordance with the urban renewal plan ; 
and 

“(6) Acquisition of any other real property in the urban renewal area where 
necessary to eliminate unhealthful, insanitary or unsafe conditions, lessen 
density (including measures designed to reduce the vulnerability of metropoli- 
tan target zones from enemy attack), eliminate obsolete or other uses detri- 
mental to the public welfare, or otherwise to remove or prevent the spread of 
blight or deterioration, or to provide land for needed public facilities. 

“For the purposes of this title, the term ‘project’ shall not include the con- 
struction or improvement of any building, and the term ‘redevelopment’ and 
derivatives thereof shall mean development as well as redevelopment. For any 
of the purposes of section 109 hereof, the term ‘project’ shall not include any 
donations or provisions made as local grants-in-aid and eligible as such pur- 
suant to clauses (2) and (3) of section 110 (d) hereof. 
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“Financial assistance shall not be extended under this title with respect to 
any urban renewal area which is not clearly predominantly residential in 
character unless such area will be a predominantly residential area under the 
urban renewal plan therefor: Provided, That, where such an area which is 
not clearly predominantly residential in character contains a substantial num- 
ber of slum, blighted, deteriorated or deteriorating dwellings or other living 
accommodations, the elimination of which would tend to promote the public 
health, safety, and welfare in the locality involved and such area is not appro- 
priate for predominantly residential uses, the Administrator may extend 
financial assistance for such a project, but the aggregate of the capital grants 
made pursuant to this title with respect to such projects shall not exceed 
10 per centum of the total amount of capital grants authorized by this title. 

“In addition to all other powers hereunder vested, where land within the 
purview of clause (1) (ii) or (1) (iii) of the first paragraph of this subsec- 
tion (whether it be predeminantly residential or nonresidential in character) 
is to be redeveloped for predominantly nonresidential uses, loans and ad- 
vances under this title may be extended therefor if the governing body of 
the local public agency determines that such redevelopment for predomi- 
nantly nonresidential uses is uecessary and appropriate to facilitate the 
proper growth and development of the community in accordance with sound 
planning standards and local community objectives and to afford maximum 
opportunity for the redevelopment of the project area by private enterprise: 
Provided, That leans and outstanding advances to any local public agency 
pursuant to the authorization of this sentence shall not exceed 244 per centum of 
the estimated gross project costs of the projects undertaken under other con- 
tracts with such local public agency pursuant to this title.” 

(b) The first sentence of section 110 (d) of said Act is hereby amended by 
striking out the words “either the second or third sentence” in clause (2) and 
inserting “the second sentence.” 

Sec. 303. The first sentence of section 110 (d) of said Act is hereby amended 
by striking out the phrase “, public facilities financed by special assessments 
against land in the project area,” in clause (3) and adding the followimg proviso 
before the period at the end of the sentence: “: And provided further, That in 
any ease where a public facility furnished as a local grant-in-aid is financed in 
whole or in part by special assessments against real property in the project area 
acquired by the local public agency as part of the project, an amount equal to 
the total special assessments against such real property (or, in the case of a 
computation pursuant to the proviso immediately preceding, the estimated 
amount of such total special assessments) shall be deducted from the cost of 
such facility for the purpose of computing the amount of the leeal grants-in-aid 
for the project.” 

Seo. 304. Section 110 (e) of said Act is hereby amended by adding the follow- 
ing at the end thereof: “Where real property in the project area is acquired 
and is owned as part of the project by the local public agency and such property 
is not subject to ad valorem taxes by reason of its ownership by the local public 
agency and payments in lieu of taxes are not made on account of such property, 
there may (with respect to any project for which a contract of Federal assist- 
ance under this title is in force or is hereafter executed) be included, at the 
discretion of the Administrator, in gross project cost an amount equal to the 
ad valorem taxes which would have been levied upon such property if it had 
been subject to ad valorem taxes, but in all cases prorated for the period 
during which such property is owned by the local public ageney as part of the 
project, and such amount shall also be considered a cash local grant-in-aid within 
the purview of section 110 (d) hereof. Such amount, and the amount of taxes 
or payments in lieu of taxes included im gross project cost, shall be subject to 
the approval of the Administrator and such rules, regulations, limitations, and 
conditions as he may prescribe.”’. 


DISASTER AREAS 


Seo. 305. (a) Add the following new heading and section at the end of title I 
of said Act: 


“DISASTER AREAS 


“Sec. 111. Where the local governing body certifies, and the Administrator 
finds, that an urban area is in need of redevelopment or rehabilitation as a 
result of a flood, fire, hurricane, earthquake, storm, or other catastrophe which 
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the President, pursuant to section 2 (a) of the Act entitled ‘An Act to authorize 
Federal assistance to States and local governments in major disasters and for 
other purposes’ (Public Law 875, Eighty-first Congress, approved September 30, 
1950), as amended, has determined to be a major disaster, the Administrator 
is authorized to extend financial assistance under this title for an urban renewal 
project with respect to such area without regard to the following: 

“(1) The ‘workable program’ requirement in section 101 (c), except that any 
contract for temporary loan or capital grant pursuant to this section shall obli- 
gate the local public agency to comply with the ‘workable program’ require- 
ment in section 101 (c) by a future date determined to be reasonable by the 
Administrator and specified in such contract ; 

“(2) The requirements in section 105 (a) (iii) and section 110 (b) (1) that 
the urban renewal plan conform to a general plan of the locality as a whole and 
to the workable program referred to in section 101 (c) ; 

“(3) The ‘relocation’ requirements in section 105 (c): Provided, That the 
Administrator finds that the local public agency has presented a plan for the 
encouragement, to the maximum extent feasible, of the provision of dwellings 
suitable for the needs of families displaced by the catastrophe or by redevelop- 
ment or rehabilitation activities ; 

‘“*(4) The ‘public hearing’ requirement in section 105 (d) ; 

“(5) The requirements in sections 102 and 110 that the urban renewal area be 
a slum area or a blighted, deteriorated, or deteriorating area ; and 

“(6) The requirements in section 110 with respect to the predominantly resi- 
dential character or reuse of urban renewal areas. 

“In the preparation of the urban renewal plan with respect to a project 
aided under this section, the local public agency shall give due regard to the 
removal or relocation of dwellings from the site of recurring floods or other 
recurring catastrophes in the project area.” 

(b) Clause (d) (1) (A) of section 220 of the National Housing Act, as 
amended, is hereby amended to read as follows : 

“(A) be located in (i) the area of a slum clearance and urban redevelop- 
ment project covered by a Federal-aid contract executed, or a prior approval 
granted, pursuant to title I of the Housing Act of 1849, as amended, before 
the effective date of the Housing Act of 1954, or (ii) an urban renewal area 
(as defined in title I of the Housing Act of 1949, as amended) in a com- 
munity respecting which the Housing and Home Finance Administrator has 
made the certification to the Commissioner provided for by subsection 101 
(c) of the Housing Act of 1949, as amended, or (iii) the area of an urban 
renewal project assisted under section 111 of the Housing Act of 1949, 
as amended: Provided, That, in the case of an area within the purview of 
clauses (i) or (ii) of this sentence, a redevelopment plan or an urban re- 
newal plan (as defined in title I of the Housing Act of 1949, as amended), 
as the case may be, has been approved for such area by the governing body 
of the locality involved and by the Housing and Home Finance Administrator, 
and said Administrator has certified to the Commissioner that such plan 
conforms to a general plan for the locality as a whole and that there exist 
the necessary authority and financial capacity to assure the completion of 
such redevelopment or urban renewal plan: And provided further, That, in 
the case of an area within the purview of Clause (iii) of this sentence, an 
urban renewal plan (as required for projects assisted under said section 
111) has been approved for such area by the said governing body and by 
the said Administrator, and the said Administrator has certified to the 
Commissioner that such plan conforms to definite local objectives respecting 
appropriate land uses, improved traffic, public transportation, public utili- 
ties, recreational and community facilities, and other public improvements, 
and that there exist the necessary authority and financial capacity to assure 
the completion of such urban renewal plan, and”. 

(ec) Section 221 (a) of the National Housing Act, as amended, is hereby 
amended by— 

(1) adding immediately before the period at the end of the first sentence 
the words “, or (3) there is being carried out an urban renewal project as- 
sisted under section 111 of the Housing Act of 1949, as amended”; and 

(2) striking out “clause (2)” in the places it appears in the last proviso 
and substituting “clause (2) or (3).” 

(d) The second sentence of section 701 of the Housing Act of 1954, as 
amended, is hereby amended to read as follows: “The Administrator is 
further authorized to make planning grants for similar planning work: (1) 
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in metropolitan and regional areas to official State, metropolitan or region- 
al planning agencies empowered under State or local laws to perform such 
planning; (2) to cities, other municipalities and counties having a popula- 
tion of twenty-five thousand or more according to the latest decennial census 
which have suffered substantial damage as a result of a flood, fire, hurri- 
cane, earthquake, storm, or other catastrophe which the President, pursu- 
ant to section 2 (a) of the Act entitled ‘An Act to authorize Federal as- 
sistance to States and local governments in major disasters and for other 
purposes’ (Public Law 875, BHighty-first Congress, approved September 30, 
1950), as amended, has determined to be a major disaster; and (3) to State 
planning agencies for the provision of planning assistance to such cities, other 
municipalities and counties referred to in clause (2) hereof.”. 


PLANNING AUTHORIZATION 


Sec. 306. The last sentence of said section 701 is hereby amended by strik- 
ing out “$5,000,000” and inserting “$10,000,000”. 


TITLE IV—PUBLIC HOUSING 
LOW-RENT HOUSING 


Sec. 401. (a) Subsection (i) of section 10 of the United States Housing 
Act of 1937, as amended, is hereby amended as of August 1, 1956, to read as 
follows: 

“(i) Notwithstanding any other provisions of law the Authority may enter 
into new contracts for loans and annual contributions after July 31, 1956, for 
not more than thirty-five thousand additional dwelling units, which amount 
shall be increased by thirty-five thousand additional dwelling units on July 
1, 1957, and may enter into only such new contracts for preliminary loans in 
respect thereto as are consistent with the number of dwelling units for which 
contracts for annual contributions may be entered into hereunder: Provided, 
That the authority to enter into new contracts for annual contributions with 
respect to each such thirty-five thousand additional dwelling units shall terminate 
two years after the first date on which such authority may be exercised under 
the foregoing provisions of this subsection: Provided further, That no such 
new contract for annual contributions for additional units shall be entered 
into except with respect to low-rent housing for a locality respecting which 
the Housing and Home Finance Administrator has made the determination 
and certification relating to a workable program as prescribed in section 101 
(c) of the Housing Act of 1949, as amended: And provided further, That no 
new contracts for loans and annual contributions for additional dwelling units 
in excess of the numbér authorized in this sentence shall be entered into un- 
less authorized by the Congress.”. 

(b) Clause (2) of the third proviso appearing in that part of the Inde- 
pendent Offices Appropriation Act, 1953, which is captioned “Annual con- 
tributions ;” under the heading “PUBLIC HOUSING ADMINISTRATION” is here- 
by repealed. 

Sec. 402. Section 101 (c) of title I of the Housing Act of 1949, as amended, is 
hereby amended by inserting the following after the first comma therein: “or 
for annual contributions or capital grants pursuant to the United States Hous- 
ing Act of 1937, as amended, for any project or projects not constructed or cov- 
ered by a contract for annual contributions prior to August 1, 1956,”. 

Sec. 403. Subsection (d) of section 21 of the United States Housing Act 
of 1937, as amended, is hereby amended by striking out the figure “10” in both 
places it appears and inserting in lieu thereof the figure “15”. 


HOUSING FOR THE ELDERLY 


Src. 404. (a) Section 2 of said Act is hereby amended by adding the fol- 
lowing at the end of subsection (2) thereof: “The term ‘families’ means fami- 
lies consisting of two or more persons, a single person sixty-five years of age or 
over, or the remaining member of a tenant family. The term ‘elderly families’ 
means families the head of which or his spouse is sixty-five years of age or 
over.”’. 

(b) Section 10 of said Act is hereby amended by adding the following new 
subsection at the end thereof: 
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“(m) For the purpose of increasing the supply of low-rent housing for elderly 
families, the Authority may assist the construction of new housing or the remod- 
eling of existing housing in order to provide accommodations designed specifically 
for such families. Notwithstanding the provisions of subsection 10 (g), any 
public housing agency, in respect to dwelling units suitable to the needs of 
elderly families, may extend a prior preference to such families: Provided, That 
as among such families, the ‘First’ preference in subsection 10 (g) shall apply. 

(c) Section 15 of said Act is hereby amended by inserting after the word 
“Alaska” in subparagraph (5) thereof, the following: “or $2,250 in the case of 
accommodations designed specifically for elderly families”. 


FARM-LABOR CAMPS 


Sec. 405. Section 12 of said Act is hereby amended by adding the following at 
the end of subsection (f) thereof: “Notwithstanding any other provisions of law, 
upon the filing of a request therefor within twelve months after the effective 
date of this sentence, the Authority shall relinquish, transfer, and convey, without 
monetary consideration, all of its rights, title, and interest in and with respect 
to any such project or any part thereof (including such land as is determined 
by the Authority to be reasonably necessary to the operation of such project and 
contractual rights to revenues, reserves, and other proceeds therefrom) to any 
public housing agency whose area of operation includes the project, upon a 
finding and certification by the public housing agency (which shall be conclusive 
upon the Authority) that the project is needed to house persons and families of 
low income and that preference for occupancy in the project will be given, first, 
to low-income agricultural workers and their families and, second, to other low- 
income persons and their families. Upon the relinquishment and transfer of 
any such project it shall cease to be a low-rent project within the meaning of 
this Act, and the Authority shall have no further jurisdiction over the same, 
except that in any conveyance hereunder the Authority may reserve to the United 
States of America any mineral rights of whatsoever nature upon, in, or under 
the property, including the right of access to and the use of such parts of the 
surface of the property as may be necessary for mining and saving the 
minerals. Any project or part thereof not relinquished or conveyed or under a 
contract for disposal pursuant to this subsection shall be disposed of by the 
authority pursuant to subsection (e) of section 13 of this Act, notwithstanding 
the parenthetical clause in said subsection.” 


DISPOSITION OF DEFENSE HOUSING 


Sec. 406. (a) Notwithstanding the provisions of any other law, there are 
hereby transferred to the jurisdiction of the Department of Defense, effective 
July 1, 1956, all right, title, and interest, including contractual rights and obliga- 
tions and any reversionary interest, held by the Federal Government in and with 
respect to all real and personal property comprising the following housing 
projects : 

Project Numbered Location 


Ozark, Alabama. 

Ozark, Alabama. 
Foley, Alabama. 
Foley, Alabama. 

ART ee A ee a -. Yuma, Arizona. 
Yuma, Arizona. 
Flagstaff, Arizona. 
Oceanside, California. 
Oceanside, California. 
Miramar, California. 
San Ysidro, California. 
Barstow, California. 
Barstow, California. 
Barstow, California. 
Twenty-nine Palms, California. 
Colorado Springs, Colorado. 
Green Cove Springs, Florida. — 
Milton, Florida. 
Pensacola, Florida. 
Pensacola, Florida. 

75333—56——4 
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Project Numbered Location 
Hinesville, Georgia. 
Hutchinson, Kansas. 
Brunswick, Maine. 
Bainbridge, Maryland. 
Waynesville, Missouri. 
Waynesville, Missouri. 
ca erie traidsreeemnsneceemipieahtiek aoa Waynesville, Missouri. 
MO-5D1 Waynesville, Missouri. 
Fallon, Nevada. 
Camp LeJeune, North Carolina. 
Camp LeJeune, North Carolina. 
Elizabeth City, North Carolina. 
Philadelphia, Pennsylvania. 
Philadelphia, Pennsylvania. 
BIG i. iss inintowitsiten es isshitisinmennteniniaiaeailile ~ Portsmouth, Rhode Island. 
Portsmouth, Rhode Island. 
Kingsville, Texas. 
Hondo, Texas. 
Beesville, Texas. 
Beesville, Texas. 
FS sis isn ~ cach —-srednacdentedaamenliedaie Mission, Texas. 
Quantico, Virginia. 
Yorktown, Virginia. 
Yorktown, Virginia. 
Williamsburg, Virginia. 


The provisions of title III of the Defense Housing and Community Facilities 
and Services Act of 1951, as amended, and of the Act entitled “An Act to:expedite 
the provision of housing in connection with national defense, and for other 
purposes,” approved October 14, 1940, as amended, shall not apply to any prop- 
erty transferred hereunder and, except as otherwise provided herein, the laws 
relating to similar property of the Department of Defense shall be applicable to 
the property transferred. 

(b) Notwithstanding the provisions of this or any other law, any housing 
constructed or acquired under the provisions of title III of the Defense Housing 
and Community Facilities and Services Act of 1951, as amended, which is not 
transferred under the provisions of subsection (a) hereof shall, as expeditiously 
as possible, but not later than June 30, 1957, be disposed of on a competitive 
bid basis to the highest responsible bidder upon such terms and after such public 
advertisement as the Housing and Home Finance Administrator may deem in the 
public interest; except that the Administrator may reject any bid which he 
deems less than the fair market value of the property and may thereafter dispose 
of the property by negotiation: Provided, That project numbered IDA-2D1 at 
Cobalt, Idaho, shall be sold only for use on the site. 

(c) The Housing and Home Finance Administrator is hereby directed to con- 
vey housing project numbered RK-37013 to the Housing Authority of the City 
of Newport, Rhode Island, pursuant to the provisions of section 606 of the Act 
entitled “An Act to expedite the provision of housing in connection with national 
defense, and for other purposes,” approved October 14, 1940, as amended: 
Provided, That notwithstanding the provisions of that section or of any other 
law, the agreement required by that section shall permit the use of the project 
in whole or in part for the housing of military personnel without regard to their 
income, and shall require the Authority, in selecting tenants, to give a first 
preference in respect to three hundred and sixty dwelling units to such military 
personnel as the Secretary of Defense or his designee prescribes for three years 
after the date of conveyance and to give thirty days advance notice of available 
vacancies to such designee. 

Sec. 407. The Act entitled “An Act to expedite the provision of housing in 
connection with national defense, and for other purposes,’ approved October 
14, 1940, as amended, is hereby amended by adding at the end thereof the 
following new section 614: 

“Sec, 614. (a) Notwithstanding the provisions of this or any other law, (1) 
any housing to be sold on site determined by the Administrator to be permanent, 
located on lands owned by the United States and under the jurisdiction of the 
Administrator, which is not relinquished, transferred, under contract of sale, 
sold or otherwise disposed of by the Administrator under other provisions of this 
Act or under the provisions of other law by January 1, 1957, except housing 
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which is determined by the Administrator by that date to be suitable for sale 
in aceordance with section 607 (b) of this Act; and (2) any permanent housing 
to be sold off site which is not relinquished, transferred, under contract of sale, 
sold or otherwise disposed of prior to the effective date of this section shall be 
disposed of, as expeditiously as possible, on a competitive basis to the highest 
responsible bidder upon such terms and after such public advertisement as the 
Administrator may deem in the public interest; except that the Administrator 
may reject any bid which he deems less than the fair market value of the 
property and may thereunder dispose of the property by negotiation. 

“(b) Notwithstanding the provisions of this or any other law, all contracts 
entered into after the enactment of this section for the sale, transfer, or other 
disposal of housing (other than housing subject to the provisions of section 
607 (b) of this Act) determined by the Administrator to be permanent, except 
contracts entered into pursuant to subsection (a) hereof, shall require that if 
title does not pass to the purchaser by April 1, 1957 (or within sixty days there- 
after if such time is necessaryto cure defects in title in accordance with the 
provisions of the contract), the rights of the purchaser shall terminate and there- 
after the housing shall be sold under the provisions of subsection (a) hereof. 
For the purposes of this subsection, title shall be considered to have passed wpon 
the execution of a conditional sales contract. 

“(c) The dates set forth in subsections (a) and (b) of this section shall not be 
subject to change by virtue of the provisions of section 611 of this Act.”. 


TITLE V—COLLEGE HOUSING 


Sec. 501. Subsection (d) of section 401 of the Housing Act of 1950, as amended, 
is hereby amended by striking out “$500,000,000” and inserting “$600,000,000”. 

Sec. 502. Subsection (c) of said section 401 is hereby amended to read as 
follows: 

“(c) A loan to an educational institution may be in an amount not exceeding 
the total development cost of the facility, as determined by the Administrator ; 
shall be secured in such manner and be repaid within such period, not exceeding 
fifty years, as may be determined by him; and with respect to loan contracts 
entered into after the date of enactment of the Housing Amendments of 1956 
shall bear interest at a rate equal to the total of one-quarter of 1 per centum per 
annum added to the rate of interest then chargeable by the Secretary of the 
Treasury as provided in subsection (e) of this section.”. 

Sec. 503. Subsection (e) of said section 401 is hereby amended by striking the 
second sentence and substituting the following: “Such notes or other obligations 
issued to obtain funds for loan contracts entered into after the effective date 
of the Housing Amendments of 1956 shall bear interest at a rate determined by 
the Secretary of the Treasury which shall be not more than the annual rate 
for each calendar quarter as determined by the Secretary of the Treasury by 
estimating the average yield to maturity, on the basis of daily closing market bid 
quotations or prices during the month of February or May or August or November, 
as the case may be, next preceding each calendar quarter, on all outstanding 
marketable obligations of the United States having a maturity date of fifteen 
or more years from the first day of such month of February or May or August or 


November, and by adjusting such estimated average annual yield to the nearest 
one-eighth of 1 per centum.”. 


TITLE VI—MISCELLANEOUS 


HOUSING DATA 


Sec. 601. The Housing and Home Finance Administrator is hereby specifically 
authorized to undertake such surveys, studies, and compilations and analyses of 
statistical data and other information as he determines to be necessary in the 
exercise of his responsibilities, including the formulation and carrying out of 
national housing policies and programs. In discharging this responsibility, the 
Administrator may utilize the available facilities of other departments, inde- 
pendent establishments, and agencies of the Federal Government, and such de- 
partments, establishments, and agencies shall confer with and advise the Admin- 
istrator, at his request, on improvements in any existing or proposed systems and 
techniques for gathering and reporting housing and related data. The Adminis- 
trator may disseminate (without regard to the provisions of 39 United States 
Code 321n) any data or information acquired, or held under this section, in 
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such form as he shall determine to be most useful to departments, establishments, 
and agencies of the Federal Government or State or local governments, to indus- 
try, and to the general public. Nothing contained in this section shall limit any 
authority of the Administrator under title III of the Housing Act of 1948, as 
amended, or any other provision of law. 


[S. 3309, 84th Cong., 2d sess.] 


A BILL To extend and enlarge the authority to provide housing for servicemen through 
the use of mortgage financing, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 801 (g) of the National Housing 
Act, as amended, is amended to read as follows: 

“(g) The term ‘State’ includes the several States, and Alaska, Hawaii, Puerto 
Rico, the District of Columbia, Guam, the Virgin Islands, the Canal Zone, and 
Midway Island.” 

Seo. 2. Section 803 (a) of said Act, as amended, is amended by striking out 
the first proviso and inserting in place thereof the following: “Provided, That the 
aggregate amount of principal obligations of all mortgages insured under this 
title (except mortgages insured pursuant to the provisions of this title in effect 
prior to the enactment of the Housing Amendments of 1955) shall not exceed 
$3,000,000,000"’. 

Sec. 3. Section 803 (a) of said Act, as amended, is amended by striking out 
the last proviso thereof. 

Sec. 4. Clause (B) of section 803 (b) (3) of said Act, as amended, is amended 
to read as follows: 

“(B) not to exceed with respect to any project an average of $16,500 
per family unit, and with respect to all projects for any one of the armed 
services an average of $15,000 per family unit, for such part of the prop- 
erty (including ranges, refrigerators, shades, screens, and fixtures) as 
may be attributable to dwelling use: Provided, That such amounts shall 
be reduced by the average amount per family unit of the replacement 
cost, as determined by the Commissioner, of all usable utilities which 
are owned by the United States, and which are not provided for out of 
the proceeds of the mortgage, and are within the boundaries of the 
property or project ; and”. 

Sec. 5. Section 404 of the Housing Amendments of 1955 is amended to read as 
follows: 

“Spo. 404. Whenever the Secretary of Defense or his designee deems it neces- 
sary for the purposes of this title, he may acquire by purchase, donation, or 
other means of transfer, any land or (with the approval of the Federal Housing 
Commissioner) any housing financed with mortgages insured under the provi- 
sions of title VIII of the National Housing Act as in effect prior to the enactment 
of the Housing Amendments of 1955. The purchase price of any such housing 
shall not exceed the actual cost (as that term is defined in section 227 (c) of the 
National Housing Act with respect to new construction) of the housing as 
determined by the Commissioner less depreciation thereon at a rate of 2 per 
centum per annum, less the amount of accumulated unexpended reserves for 
replacement, and less the princpal amount and accrued interest under any mort- 
gage or other indebtedness outstanding thereon and assumed by the Government. 
Property acquired under this section may be occupied, used, and improved for the 
purposes of this section prior to the approval of title by the Attorney General, as 
required by section 355 of the Revised Statutes, as amended. The authority 
so to require housing may be exercised by acquiring the capital stock of a corpora- 
tion owning and operating housing financed with mortgages insured under the 
provisions of title VIII of the National Housing Act as in effect prior to the 
enactment of the Housing Amendments of 1955, but without deduction for such 
reserves for replacement as are held by the corporation at the time of the 
transfer of the capital stock to the Government.” 

Sec. 6. Section 405 of the Housing Amendments of 1955 is amended by striking 
out “$9,000,000” and inserting in place thereof “$18,000,000.” 

Sec. 7. (a) Section 803 (b) (3) of the National Housing Act, as amended, and 
sections 403 (a) and 408 (b) of the Housing Amendments of 1955 are amended 
by striking out the term “eligible builder” wherever appearing and inserting in 
place thereof the term “eligible bidder.” 
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(b) Section 403 (a) of the Housing Amendmente of 1955 is amended by striking 
out the term “the builder” wherever appearing and inserting in place thereof 
the term “the mortgagor.” 

(ce) Section 403 (a) of the Housing Amendments of 1955 is amended by striking 
out the term “with any builder” appearing therein. 

Sec. 8. Section 407 of the Housing Amendments of 1955 is amended by adding 
thereto the following new subsection (c) : 

“(c) Any funds heretofore or hereafter authorized to be expended by a military 
department for military construction or by the Coast Guard for acquisition, 
construction, and improvements may, within the purposes specified in subsection 
(a) above, be used for capital expenditures other than the amortization of out- 
standing mortgages.” 

Sec. 9. Title IV of the Housing Amendments of 1955 is amended by adding at 
the end thereof the following new section : 

“Seo. 410. (a) In the construction of housing under the authority of this title 
and title VIII of the National Housing Act, as amended, the following are the 
maximum limitations on net floor area for each unit: 

“(1) For flag officers and general officers, two thousand one hundred square 
feet. 

“(2) For captains in the Navy and colonels, one thousand six hundred and 
seventy square feet. 

“(3) For commanders and lieutenant commanders and for lieutenant colonels 
and majors, one thousand four hundred square feet. 

“(4) For officers below the grade of lieutenant commander or major, one 
thousand two hundred and fifty square feet. 

“(5) For enlisted members, one thousand and eighty square feet. 

“In this section ‘net floor area’ means the space inside the exterior walls, 
excluding basement, service space instead of basement, attic, garage, and 
porches, 

“(b) The maximum limitations prescribed by subsection (a) are increased— 

“(1) 10 per centum for quarters outside the United States and outside the 
District of Columbia ; 

“(2) 10 per centum for quarters of the commanding officer of any station, 
base or other installation, based on the grade authorized for that position.” 

Sec. 10. Section 106 (a) of the Renegotiation Act of 1951, as amended, is 
amended by deleting paragraph (9) thereof. 


(8. 3346, 84th Cong., 2d sess.] 


A BILL To continue the authority to make funds available for loans and grants under 
title V of the Housing Act of 1949, as amended 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) the first sentence of section 
511 of the Housing Act of 1949, as amended, is amended to read as follows: 
“The Secretary may issue notes and other obligations for purchase by the 
Secretary of the Treasury for the purpose of making loans under this title 
(other than loans under section 504 (b)). The total principal amount of such 
notes and obligations issued pursuant to this section during the period begin- 
ning July 1, 1956, and ending June 30, 1961, shall not exceed $450,000,000.” 

(b) Section 512 of such Act is amended to read as follows: 

“Seo. 512. In connection with loans made pursuant to section 503, the Secre- 
tary is authorized to make commitments for contributions aggregating not to 
eee are during the period beginning July 1, 1956, and ending June 

(c) Clause (b) of section 513 of such Act is amended to read as follows: “(b) 
not to exceed $50,000,000 for grants pursuant to section 504 (a) and loans pur- 
suant to section 504 (b) during the period beginning July 1, 1956, and ending 
June 30, 1961; and”. 

Sec. 2. This Act shall take effect on July 1, 1956. 
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[H. R. 7540, 84th Cong.. 2d sess.) 


AN ACT To provide for the sale of a Government-owned housing project to the city of 
Hooks, Texas 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, notwithstanding the provisions of any 
other law, the Administrator of General Services on behalf of the United States 
is authorized and directed to sell and convey the North Village project, Texas 
41142, whenever said project is determined by him to be surplus to the needs of 
the Government, to the city of Hooks, Texas, at fair market value as determined 
by him on the basis of an appraisal made by an independent real-estate expert, 
all right, title, and interest of the United States in and to said North Village 
project, Hooks, Texas, consisting of two hundred and forty-eight dwelling units. 

Passed the House of Representatives February 1, 1956. 

Attest : 

Rate R. Roserts, 
Clerk. 


(The reports of various agencies on the preceding bills follow :) 


Houstne AND Home FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., July 5, 1955. 
Re 8. 1536, 84th Congress. 
Hon. JoHN J. SPARKMAN, 
Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


DeEAR SENATOR SPARKMAN : This is in reply to your request for the views of this 

gency with respect to 8. 1536, a bill to provide for the relinquishment and dis- 
posal of farm-labor camps under the jurisdiction of the United States Honsing 
Authority. 

This bill would amend the United States Housing Act of 1937, by striking out 
certain of the existing provisions of subsection 12 (f) of that act relating to the 
disposal and relinquishment of farm-labor camps for the housing of agricultural 
workers and their families and substituting the provisions in the bill. Under 
the existing provisions of subsection 12 (f) of that act, such farm-labor camps 
may be disposed of in the same manner as provided under the act for the disposal 
of Federal housing projects, including the disposal of such projects to a local 
housing agency for a consideration consisting of the payment for 20 years of net 
income from the project. The net income, under this provision, is arrived at 
after deducting all operating and maintenance expenses, payments in lieu of 
taxes, the maintenance of reasonable and proper reserves and payments for 
principal and interest of any loan made by the local housing agency in connection 
with the project and approved by the Public Housing Administration. Pending 
disposition of such camps, the Public Housing Administration is now authorized 
to make new leases or continue existing leases and to make necessary improve- 
ments. 

Under the provisions of the bill the Public Housing Administration would be 
authorized to convey farm-labor camp projects, without any payment of money, 
to a public housing agency whose area of operation includes such project. First 
preference in occupany of such projects under the bill would be to low-income 
agricultural workers and their families and second preference to other low- 
income persons and their families. The project, in any event, would have to be 
utilized for a public purpose for a period of 10 years after the date of such 
relinquishment. The bill would also authorize the disposition of any project, 
not disposed of in the manner provided above, at public or private sale upon such 
terms as the Public Housing Administration fixes. 

This Agency is in favor of the objective of the bill—to authorize the conveyance 
of farm-labor camps to public housing agencies without any payment being made 
for the transfer of such camps. It is our understanding that many of these 
farm-labor camp projects are in need of extensive repairs and that the convey- 
ance of these projects under the provisions of the bill would enable local housing 
agencies to use project revenues to make such repairs and improvements to the 
dwellings. At present only maintenance repairs are authorized. We believe, 
however, that the present authorization in subsection 12 (f) relating to the 
purchase of a camp project for a consideration consisting of the payment of net 
revenues over a period of 20 years should remain in the law as an alternative 
disposal provision. If the committee agrees to keep in this provision, the general 
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objective of the bill could be accomplished by adding the basic provisions of the 
pill (the provisions continuing to the end of the sentence at line 17 on p. 2) 
to the existing provisions of subsection 12 (f). The remainder of the bill could 
be deleted. The last 2 sentences in the bill (beginning at line 22 on p. 2) are 
almost identical with the language in the last 2 sentences of subsection 12 (f). 
The existing provisions of the United States Housing Act of 1937 relating to 
disposal would furnish alternative methods for the disposal of these projects in 
lieu of the substitute method provided at lines 17 to 22 of page 2. 

This Agency is also of the opinion that in order to avoid a delay in the disposal 
of these projects by means of a conveyance to a public housing agency without 
any payment, there should be inserted a cutoff date within which a request 
must be filed for relinquishment of the project. We suggest that following “the 
filing of a request therefor” (line 7, p. 1) there be inserted “within six months 
after the effective date of this sentence.” 

There has also recently been brought to our attention the fact that there may 
be valuable mineral deposits underlying some of these projects. If the com- 
mittee desires to make provision for the reservation of such mineral rights, we 
believe this may be accomplished by adding the following new sentence after 
the first sentence of the bill: Et 

“In any conveyance hereunder, the Authority shall reserve to the United 
States of America all mineral rights of whatsoever nature upon, or under the 
property, including the right of access to and use of such parts of the surface 
of the property as may be necessary for mining and saving the minerals.” 

We have been advised by the Bureau of the Budget that this report is without 
objection, insofar as the Bureau is concerned. 

Sincerely yours, 
Oakey Hunter, Acting Administrator. 


Hovusine AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, September 16, 1955. 
Re 8. 2565, 84th Congress. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Deak SENATOR FuLsricHt: This is in further reply to your letter of July 
19 requesting the views of this Agency with respect to S. 2565, a bill to amend 
the United States Housing Act of 1937, as amended, to permit, in certain cases 
and in the discretion of the local public housing agency, the utilization of 
dwelling units in low-rent housing projects which are occupied by blind tenants 
for commercial purposes. 

The bill would authorize a local housing authority to permit a tenant family, 
the head of which is blind, to use a low-rent public housing unit for commercial 
purposes, if the authority determines that such use will reduce or eliminate 
the need of the family-for public assistance and will not interfere with the 
use and enjoyment of the project by tenant families for dwelling purposes. 

The question of permitting blind persons to use low-rent project facilities 
for commercial purposes was considered in 1952 in meetings attended by na- 
tional representatives of the blind, and by representatives of this Agency and 
the Office of Education, Federal Security Agency. As a result of those meetings, 
the Public Housing Administration adopted the policy which is set forth as 
follows in its Low-Rent Housing Manual: 

“The use of tenant-activity space or administration space without charge 
nay be permitted for concessions operated by the blind where considered feasi- 
ble by the local authority” (Sec. 413.2, par. 5d). 

This policy was satisfactory to the representatives of the blind. The basie 
distinction between this regulation and the provisions of the bill is that under 
the bill a dwelling unit could be used for commercial purposes, whereas under 


the regulation concessions operated by the blind are restricted to nondwelling 
space. : 


While the objective of the bill is laudable, the use of dwelling space for com- 
mercial use is objectionable for several reasons. The bill discriminates in 
favor of persons with one type of disability, blindness, as against persons dis- 
abled in other respects. Should this bill be enacted, it would be difficult to 
oppose legislation granting authority for persons with other types of disabili- 
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ties to use low-rent public housing units for commercial purposes. The end 
result may be the widespread use of dwelling accommodations in public housing 
for commercial purposes. This would defeat the intent of the United States 
Housing Act, as amended, which is to provide decent, safe, and sanitary dwell- 
ings for families of low income. The enactment of the bill may also place in 
jeopardy the tax-exempt status of public housing projects, since the tax exemp- 
tion provisions of the various State housing laws are predicated upon the use 
of the projects for public housing purposes. 

Under the foregoing circumstances this Agency cannot recommend favorable 
action on the bill. 

I have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report. 

Sincerely yours, 


Avzert M. Coie, Administrator. 


HovustIne AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., August 18, 1955 
Re 8. 2640, 84th Congress. 
Hon. J. W. FuLsrieHt, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Dear SENATOR FULBRIGHT: This is in further reply to your letter of July 28 
requesting the views of this Agency with respect to S. 2640, a bill to revive 
and extend the authority of the Housing and Home Finance Administrator to 
make loans or grants or other payments for the construction of certain hospitals. 

The bill provides for a limited revival and extension of the authority to 
make loans and grants for the provision of community facilities under section 
304 of the Defense Housing and Community Facilities and Services Act of 
1951. This authority would be restricted to making loans and grants for 
the construction of hospitals to public and nonprofit agencies which have, prior 
to June 30, 1953, applied for loans or grants and have been denied such requests 
solely because of the unavailability of funds for such purpose. This authority 
would expire June 30, 1957. 

Notwithstanding the provisions of section 304 of the 1951 act, vesting certain 
authority in the Housing Administrator, section 316 of that act provides that 
all functions, powers, and duties with respect to health, refuse disposal, sewage 
treatment, and water purification are vested in the Surgeon General of the 
Public Health Service. Therefore, the authority to make loans and grants 
for the construction of hospitals under the provisions of the act is vested solely 
in the Surgeon General. Accordingly, references in the bill to the Housing 
and Home Finance Administrator are technically incorrect. 

Insofar as the merits of the bill are concerned, I believe that the Department 
of Health, Education, and Welfare is in a better position to advise your com- 
mittee than is this Agency. 

Sincerely yours, ‘ 
Atzeret M. Corz, Administrator. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
March 21, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, United States Senate. 


Dear Mr. CHArmRMAN: This letter is in response to your request of July 28, 1955, 
for a report on S. 2640, a bill to revive and extend the authority of the Housing 
and Home Finance Administrator to make loans or grants, or other payments for 
the construction of certain hospitals, 

This bill, if enacted, would revive and extend to June 30, 1957, such portion of 
section 304 of the Defense Housing and Community Facilities and Services Act of 
1951 (Public Law 139, 82d Cong.) .as would authorize the Housing and Home 
Finance Administrator to make loans or grants for hospital construction to public 
and nonprofit agencies which, prior to June 30, 1953, applied for such loans or 
grants under Public Law 139 but whose applications were not approved solely 
because of the unavailability of funds. Responsibility for such hospital construc- 
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tion loans or grants was vested in the Surgeon General of the Public Health 
Service by section 316 of the act. 

One of the purposes of Public Law 139 was to provide needed community facili- 
ties in areas designated as “critical” by the President, in which there was an 
influx of population due to defense activities. With respect to hospitals, section 
304 of that act provided that Federal financial assistance would be made available 
only to the extent that the required assistance was not available under the 
Hospital Survey and Construction Act (Public Law 725, 79th Cong.). 

Applications for hospital construction grants under Public Law 139 were 
received from 23 critical areas. However, in some instances more than one 
application was submitted from the same critical area so that there were 32 appli- 
cations in all. Six of these having the greatest need for hospital beds were 
approved for Federal assistance. Of the remainder, 7 of the communities have 
since received Federal aid under the hospital survey and construction program 
and 5 others have acquired hospitals entirely from their own resources. 

Enclosed is a supplementary statement which lists the communities from which 
applications for hospital construction funds under Public Law 139 were received. 
The statement contains other information, taken from materials on file with this 
Department, which may be of interest to the committee. Our analysis indicates 
that a maximum of 10 areas could possibly benefit from the proposed 8S. 2640. 
The current State plan revisions indicate that in at least half of these areas there 
are a sufficient number of beds so that the areas have relatively low priorities, 
The few remaining areas have a relatively high priority under the hospital survey 
and construction program. 

We have serious doubts whether special legislation should be enacted to provide 
assistance for a possible maximum of 10 areas. It must be remembered that all 
of these areas were declared critical several years ago and submitted applications 
before December 31, 1952. The situation of limited mobilization created by the 
Korean incident no longer exists, although there is continued military activity in 
some of these areas. There may, however, be other areas today which were not 
critical in 1952, had not filed Public Law 319 applications, and, because of military 
or other activity, now find that they have equal or perhaps greater need for 
hospitals than the 10 areas that could possibly benefit under the present bill. 
Further, no provision is contained in the bill for a reevaluation and a new deter- 
mination as to whether these areas can be considered critical at the present time. 

We, therefore, recommend against enactment by the Congress of 8. 2640. 

The Bureau of the Budget advises that it perceives no objection to the submis- 
sion of this report to your committee. 

Sincerely yours, 


(Signed) M. B. Forsom, Secretary. 
SUPPLEMENTARY STATEMENT 
APPLICATIONS FOR HOSPITAL CONSTRUCTION FUNDS UNDER THE DereNsEe HovusiIne 
AND COMMUNITY FacrLities AND Services Act (Pusrtic Law 139, 82p 
Gone.) 


Communities in which project applications were approved: 


Critical area Community 


line. 
Leonardtown, Md--__. 
Hermiston, om: 
Orangeburg, 8. 
Moses Lake, Wash 
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Communities from which applications were received, but not approved :’* 


Critical area Community 
Huntsville, Ala. 
Anniston, Ala. 
Tuscon, Ariz. (2 applications). 
Pittsburg—Camp Stoneman Pittsburg, Calif. 
Pleasonton-Livermore-Hayward Castro Valley, Calif. 
Wichita, Kans. (2 applications). 
Hopkinsville, Ky. 
Clarkesville, Tenn. 
Paducah, Ky. 
Lexington Park, Md. 
Fort Bragg Fayetteville, N. ©. 
Portsmouth-Kittery Dover, N. H. 
Portsmouth-Chillicothe Waverly, Ohio. 
Roseburg Roseburg, Oreg. 
Savannah River Barnwell, 8S. C. 
D Fairfax, 8. C. 
Charleston, S. C. (3 applications). 
Summerville, S. C. 
Beaufort, 8. C. 
Rapid City-Mtureis... Sie Rapid City, S. Dak. 
Bremerton Bremerton, Wash. 
Honolulu Honolulu, T. H. 


All funds made available for hospital construction under Public Law 139 were 
obligated by December 31, 1952, as required by the appropriation act. Since 
that time some of the communities listed above have received aid for tals 
under the hospital survey and construction program (Public Law , 9th 
Cong.), or have acquired hospitals entirely from their own resources. These are 
indicated below. 

Communities aided under Public Law 725: 

Huntsville, Ala. 
Honolulu, T. H. 
Paducah, Ky. 
Dover, N. H. 
Fayetteville, N. C. 
Barnwell, S. C. 
Charleston, 8. C. 
Communities acquiring hospitals with own funds: 
Anniston, Ala. 
Tueson, Ariz. - 
Castro Valley, Calif. 
Pittsburg, Calif. 
Wichita, Kans. 

The following comments pertain to the remaining 10 communities which 

applied under the provisions of Public Law 139: 


Lezington Park, Md. 


This community is 12 miles from Leonardtown. There was a question as to 
whether the hospital to serve this area should be located at Lexington Park 
or Leonardtown. However, the latter location was selected and received assist- 
ance under Public Law 139 as well as Public Law 725. The Maryland 1955 State 
plan shows that 52 percent of the need in the area is now met. The area has a 
B priority for further Federal aid under Public Law 725. 


Rapid City, 8S. Dak. 


A hospital was under construction at Rapid City at the time Public Law 139 
was enacted. This community requested funds under Public Law 139 only for 
the purpose of adding another floor to the project already under construction. 
The South Dakota 1955 State plan shows that the need for hospital beds in 
Rapid City is fully met by existing facilities. 


1This list includes all applicants. It is not intended to imply that all of these com- 
munities had approvable projects. A project could be appro only after a 
analysis of the community by the coos oe Home Finance Agency showed that the 
community could not provide the needed tal facilities and services from its own 
— Financial analyses were made of 0 the 6 communities to which grants were 
mace. 
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Bremerton, Wash. 

The application for aid under Public Law 139 was from a hospital already 
in existence. The grant requested was for the purpose of modernizing the 
facility. The Washington 1955 State plan shows that there are two hospitals 
in Bremerton, i. e., the one which applied, a 90-bed nonacceptable facility operat- 
ing at a 50-percent occupancy rate, and the other, also a 90-bed facility operating 
at an occupancy rate of 62 percent. The plan shows, however, that only 26 
percent of the need for hospital beds in the area is met by acceptable beds and 
the area has a top priority (A) for Federal aid under Public Law 725. 
Hopkinsville, Ky. 

The Kentucky 1956 State plan shows that this community has top priority 
(A) for Federal aid under Public Law 725. However, according to information 
available, the sponsors of the proposed hospital project are unable to raise their 


share of the construction costs and the project cannot therefore be at this time 
approved under Public Law 725. 


Fairfaa, 8. C. 
The existing hospital of 28 beds is operating at a 54-percent occupancy rate 
as shown by the South Carolina 1956 State plan. The plan shows that 74 percent 


of need in the area is met and the area has a low priority (E) for aid under 
Public Law 725. 


Summerville, 8. C. 


The existing hospital of 50 beds is operating at a 59-percent occupancy rate as 
shown by the South Carolina 1956 State plan. The plan shows that 76 percent 
of the need in the area is met and the area has a low priority (E) for Federal 
aid under Public Law 725. 


Beaufort, 8. C. 


The existing hospital of 58 beds is operating at a 57-percent occupancy rate as 
shown by the 1956 South Carolina State plan. The plan shows that 68 percent 
of the need in the area is met and the area has a low priority (D) for Federal 
aid under Public Law 725. 


Clarksville, Tenn. ° 

The Tennessee 1956 State plan shows that there are 2 hospitals in Clarksville, 
1 of which is operating at an occupancy rate of 90 percent. Utilization data is 
not shown for the other. The plan shows that 76 percent of need in the area 
is met and the area has a low priority (D) for Federal aid under Public Law 725. 


Waverly, Ohio 


The Ohio 1955 State plan indicates that there is some question as to whether a 
new hospital should be located at Waverly or at Jackson. There is only one 
existing hospital in the area. This is a 20-bed facility located at Oak Hill. The 
State plan shows that only 15 percent of the need in the area is met and the 
area has a top priority (A) for Federal aid under Public Law 725. 


Roseburg, Oreg. 


The Oregon 1955 State plan shows that there are 2 hospitals in Roseburg, 
i. e., a 66-bed facility which includes 23 beds recently constructed (occupancy rate 
not available), and a 48-bed facility operating at an an occupancy rate of 52 
percent. There also is an 8-bed facility in Canyonville and a 24-bed facility 
in Myrtle Creek. The State plan shows that 91 percent of the need in the area 
is met and the area has a low priority (D) for aid under Public Law 725. 


Hovustne AND Home FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., March 5, 1956. 
Re 8S, 2736, 84th Congress. 
Hon. J. W. Futsrieut, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 
Dear Senator Futsrient: This is in further reply to your request for..our 
views with respect to S. 2736, a bill to authorize the conveyance of housing 
project to the city of Alexandria, Va., introduced by Senator Byrd. 





48 HOUSING AMENDMENTS OF 1956 


Under the provisions of S. 2736, the Housing and Home Finance Administra- 
tor would be authorized to sell war housing project VA—44131 at fair market 
value as determined by him on the basis of an appraisal made by an independent 
real-estate expert to the city of Alexandria, or to the Alexandria Redevelopment 
and Housing Authority, or to any agency or corporation established or sponsored 
in the public interest by the city of Alexandria. Any sale under this authoriza- 
tion would be made on such terms and conditions as the Administrator shall 
determine. The amount received for the project would be required to be re- 
ported by the Administrator to the Banking and Currency Committee of each 
House of the Congress. The provisions of the bill would be effective only during 
the period ending 6 months after the date of approval of the bill. 

Project VA-44131, known as Chinquapin Village, consists of 300 dwelling units 
constructed in 1940 for defense workers. The underlying land comprises ap- 
proximately 41 acres in the city of Alexandria. The dwellings are duplexes 
of permanent frame construction. The project is currently almost 100 percent 
occupied. 

The Alexandria Redevelopment and Housing Authority made application to 
the Public Housing Administration to have this project conveyed to it for use 
as a low-rent public housing project pursuant to section 606 of the Lanham 
Act. A contract, dated July 26, 1951, was entered into between the Alexandria 
Authority and the PHA providing for such conveyance after the termination of 
the use of the project as defense housing during the Korean emergency. Although 
this contract was extended from time to time until June 30, 1955, the Alexandria 
Authority has not demonstrated a present low-rent need for the project, a re- 
quirement imposed by section 606 as a condition precedent to conveyance. 
About the time the extended contract was expiring, the Navy Department indi- 
cated that it might have a need for this project and this agency made a determi- 
nation on or about July 1, 1955, that if the Navy Department desired the project 
it would be conveyed to it under section 4 of the Lanham Act. If for any reason 
the project were not transferred to the Navy Department, it was to be sold 
in the private housing market, subject to the preferences set forth in section 
607 of the Lanham Act. When this bill was introduced, however, the agency 
ugreed to defer action on the disposition of this project under existing law until 
the Congress had an opportunity to consider the bill. 

Congress has, in the past, enacted legislation similar in intent and language 
to S. 2736 with respect to disposition of individual projects because of special 
circumstances. We also understand that the Navy Department has recently 
stated that it has no objection to the proposed transfer. Since the purchaser 
would pay fair market value, it would appear that the interests of the Federal 
Government would not be prejudiced by the sale in the manner provided in the 
bill. This agency therefore has no objection to the enactment of the legislation. 

We have been informed that the submission of this report is without objection 
from the Bureau of the Budget. 

Sincerely yours, 


ALBERT M. Coz, Administrator. 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE JupGcE ApvocATE GENERAL, 
Washington, D. C., March 9, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, United States Senate, 
Washington, D. C. 


My Dear Mr. CHArRMAN: Reference is made to the telephonic request of the 
Housing Subcommittee for the views of the Department of the Navy on 8S. 2736, 
a bill to authorize the conveyance of housing project to the city of Alexandria, Va. 

This measure would authorize the Housing and Home Finance Administrator 
to sell, at fair market value, to Alexandria, Va., the Chinquapin Village housing 
project, located in Alexandria. 

The Department of the Navy interposes no objection to the enactment of this 
legislation. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to the Congress. 

For the Secretary of the Navy. 

Sincerely yours, 
Tra H. Nunn, 
Rear Admiral USN, 
Judge Advocate General of the Navy. 
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Hovusine AND Home FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., March 16, 1956. 
Re S. 2762, 84th Congress. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D, OC. 


Dear SENATOR FULBRIGHT: This is in further regard to your letter of January 
9 requesting the views of this Agency on 8. 2762, a bill to amend the United 
States Housing Act of 1937, as amended, to authorize assistance in the provision 
of housing for elderly families. 

Under the provisions of this bill, single persons 65 years of age or over, or 
the residuum of a tenant family, would be made eligible for admission and con- 
tinued occupancy in federally aided low-rent housing projects. The Public 
Housing Commissioner could authorize public housing agencies, notwithstanding 
per-room-cost limitations of the Federal act, to reconstruct or remodel existing 
low-rent housing to provide dwelling units reserved in whole or in part for 
elderly families or persons. The Commissioner could also negotiate with such 
agencies involved, for such modifications of existing contracts as may be neces- 
sary to permit elderly families or persons to be admitted and to continue to 
occupy the housing. An authorization would also be provided for the com- 
mencement of construction of 15,000 additional dwelling units (notwithstanding 
existing per-room-cost limitations) designed for elderly persons in the fiscal 
year 1957 and in each of the 4 succeeding fiscal years, with authority to con- 
tract in each of these years for annual contributions in the amount of $4,500,000. 
A preference, second only to that of displaced families, would be given to the 
elderly in all low-rent housing, and a first preference would be given to the 
elderly in the dwellings specifically authorized under the bill (those reserved 
in whole or in part for such occupancy). The Public Housing Commissioner 
would be authorized to waive the requirement that tenants come from substand- 
ard housing in the case of the elderly. 

The Housing Agency strongly supports the objective of this bill—to make 
public housing available for elderly families and elderly single persons. How- 
ever, we recommend that section 404 of S. 3302 (the Housing Amendments of 
1956), having the same objective, be enacted instead of S. 2762. The major fea- 
tures of S. 2762 which we believe are undesirable are as follows: 


1. The provisions in the bill establishing a separately authorized number of 
dwelling units to be constructed and a separate annual contributions author- 
ization for the housing reserved for elderly families. 


It is our firm recommendation that the authorizations, with respect to the 
housing of elderly persons, not be segregated from the authorizations applicable 
to housing for other persons of low income. As individual projects would gen- 
erally have units for both elderly persons and others, the financing and ac- 
counting procedures of the Federal Government and the communities would be 
unnecessarily complicated by the provisions of the bill. Also, the separate 
authorizations would tend to reduce the flexibility needed by the Federal Gov- 
ernment and the communities in carrying out the program. The provisions 
would, in effect, require the Public Housing Administration to establish an an- 
nual quota system of public housing units specially designed for the elderly, 
which would involve Federal determinations on matters which are essentially 
local in character. 

Section 404 of 8. 3302, the Housing Amendments of 1956, would permit the 
low-rent public housing authorizations to be used for housing the elderly to 
such extent as determined to be administratively feasible in the light of the 
needs of the communities. We believe this would afford an adequate and realis- 


- approach to making public housing available for elderly persons of low 
ncome. 


2. The limitations on the occupancy preference provided in the bill for elderly 
persons. 

This occupancy preference in the low-rent housing of a community would be 
limited in any year to riot more than 10 percent of the estimated number of all 
families to be admitted to such housing of the community in that year. The 
proportion of low-income persons needing public housing who are also-elderly 
will vary widely in different communities. We therefore believe that a fixed 
percentage limitation on the use of the preference, as provided in the bill, would 
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prove to be arbitrary in many communities. In this connection, it may be noted 
that almost 10 percent of all Federally assisted low-rent housing units have an 
occupant 65 years of age or over. 

The preference for elderly persons provided by the bill would be only a second 
preference and would be superimposed on existing preferences in a manner 
which would be very difficult for communities to administer. To be effective, 
we believe the preference must be a first preference as provided in the proposed 
Housing Amendments of 1956. 


3. The authority to waive, as elderly persons, the requirement that an occupant 
in public housing be a displaced person or come from an unsafe, unsanitary, 
or overcrowded dwelling. 

The scope of the low-rent public housing program is limited to this category 
of low income persons because it represents the persons having the greatest 
need for public housing. This is true with respect to elderly low income 
families as well as other low income families. Accordingly, it is our view that 
the above requirement should not be waived as to elderly persons. 

As indicated in my letter to you of February 27, the Bureau of the Budget 
has advised that the provisions of section 404 of the proposed Housing Amend- 
ments of 1956, as the other provisions of the bill, are in accord with the program 
of the President. 

Sincerely yours, 
ALBERT M. Coie, Administrator. 


Hovusineé AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., March 16, 1956. 
Re 8. 2790, 84th Congress. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear SENATOR FULBRIGHT: This is in further regard to your letter of Janu- 
ary 9 requesting the views of this Agency on 8S. 2790, a bill to amend the 
National Housing Act and the United States Housing Act of 1937 to authorize 
assistance in the provision of housing for elderly persons, and for other purposes. 

The Housing Agency strongly supports the objective of this bill, to assist 
in the provision of public and private housing for elderly families and elderly 
single persons. However, we recommend that sections 103, 104, and 404, of 
S. 8302 (housing amendments of 1956), having the same objective, be enacted 
instead of S. 2790. Our reasons for recommending against the enactment of 
S. 2790 will be explained below. 


PRIVATE HOUSING 


FHA: The bill would provide a new independent FHA mortgage insurance 
program for elderly persons with a special mortgage insurance fund. The pro- 
visions in the bill establishing this new program are almost a verbatim repeti- 
tion of section 221 of the National Housing Act, with a substitution of the 
words “elderly persons” for “displaced families” in the terminology. 

The enactment of these provisions is undesirable because, as written, they 
would accomplish virtually nothing. Equally favorable terms for sales housing 
are already available under section 203 of the National Housing Act. The pro- 
visions with respect to rental housing buillt by nonprofit corporations (taken 
from sec. 221) have proved to be entirely unworkable in their present form. 

The enactment of these mortgage insurance provisions is also undesirable be- 
cause they are designed to meet the special situation existing in connection with 
families displaced by urban renewal projects and are not appropriate with re- 
spect to housing for the elderly. The bill would require the Housing Admin- 
istrator to program the housing which receives the benefits of the new mort- 
gage insurance program. There would appear to be no basis for this departure 
from usual FHA operations on the basis of normal private enterprise market 
demands. There would appear to be no more justification for programing 
housing under this operation than under section 203 or section 207 operations. 
The situation is not comparable to that under section 221, where housing is 
provided for an identified group of individuals displaced from the sites of given 
projects undertaken primarily under another program of the Housing and 
Home Finance Agency. 
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We do not believe there is any need for an independent mortgage insurance 
operation or a special mortgage insurance fund for elderly persons, such as 
contained in the bill. Such a completely self-contained program would also 
tend to encourage communities of solely elderly persons, which should be dis- 
couraged wherever other adequate housing can be provided. 

FNMA: The bill would authorize the Federal National Mortgage Association 
to enter into advance commitment contracts, not exceeding $50 million outstand- 
ing at any one time, if such commitments relate to mortgages insured under 
the above-described mortgage insurance program. Of course, this authority 
could be helpful only if these mortgage insurance operations were effective. It 
may be pointed out that the FNMA authorization, as written, would in effect 
be unlimited, because there would be no limitation on the amount of mortgages 
purchased thereunder by FNMA, as distinguished from the outstanding amount 
of commitment contracts executed. This Agency recommends against enactment 
of new independent advance commitment authorizations, such as the one in 
this bill. The FNMA Charter Act contains adequate authority for the President 
to designate types and classes of mortgages to be made eligible for advance 
commitments under the special assistance functions of FNMA. 


PUBLIC HOUSING 


Under the bill, elderly single persons would be made eligible for admission and 
continued occupancy in low-rent housing projects assisted under the provisions 
of the United States Housing Act of 1937, as amended, and the construction of 
dwelling units designed for occupancy by elderly persons or families could be 
ineluded within the existing authorization for low-rent housing in that act. An 
additional authorization for assistance in the construction of 10,000 units and for 
$4 million in annual contributions would be provided on July 1 of each year over 
a 5-year period, beginning July 1, 1956. A public housing agency could extend 
to elderly persons a prior preference, and the Public Housing Commissioner could 
waive the cost limitations with respect to dwelling units for elderly persons and 
the requirement that such tenants come from substandard housing. 

The bill would thus establish a separately authorized number of dwelling units 
to be constructed and a separate annual contributions authorization for housing 
to be made available for elderly families. It is our firm recommendation that 
the authorizations, with respect to the housing of elderly persons, not be segre- 
gated from the public-housing authorizations applicable to housing for other 
persons of low income. As individual projects would generally have units for 
both elderly persons and others, the financing and accounting procedures of the 
Federal Government and the communities would be unnecessarily complicated 
by the bill. Also, the separate authorizations would tend to reduce the flexibility 
needed by the Federal Government and the communities in carrying out the pro- 
gram. The bill would, in effect, require the Public Housing Administration to 
establish an annual quota system of public-housing units specially designed for 
the elderly, which would involve Federal determinations on matters which are 
essentially local in character. 

Section 404 of S. 3302, the housing amendments of 1956, would permit the low- 
rent public housing authorizations to be used for housing the elderly to such 
extent as determined to be administratively feasible in the light of the needs of 
the communities. We believe this would afford an adequate and realistic ap 
proach to making public housing available for elderly persons of low income. 

The bill would authorize the Public Housing Commissioner to waive, as to 
elderly persons, the requirement that an occupant in public housing be a displaced 
person or come from an unsafe, unsanitary, or overcrowded dwelling. The scope 
of the low-rent public-housing program is limited to this category of low-income 
persons because it represents the persons having the greatest need for public 
housing. This is true with respect to elderly low-income families as well as 
other low-income families. Accordingly, it is our view that the above require 
ment should not be waived as to elderly persons. 


GENERAL 


The bill would authorize the Housing and Home Finance Administrator to con- 
duct a research program with respect to the varying types of markets that 
exist for different types of housing for elderly persons, and such other matters 
hearing upon the housing needs of elderly persons as he determines, including 
certain enumerated items. We believe that the more general authority for 
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housing studies contained in section 601 of 8. 3302 should be enacted instead of 
the proposed authority in 8. 2790. Data relating to the types of markets for 
different types of housing for elderly persons constitutes only part of the infor- 
mation urgently needed with respect to housing markets. Housing data in one 
field is interrelated and dependent upon information in other fields. The entire 
job needs to be done, and we do not think it is sound to attempt to undertake 
it with respect to only a special type of market. It may also be pointed out 
that many aspects of the research work that should be done with respect to 
housing for the elderly should be undertaken as part of a study of the entire sub- 
ject of geriatrics in which other agencies should participate. 

The bill would require the Housing and Home Finance Administrator to estab- 
lish an advisory committee on matters relating to housing for elderly persons. 
Authority presently exists for establishing such a committee, and we do not 
believe an advisory committee of this nature should be made permanent by 
statute. 

As indicated in our letter to you of February 27, the Bureau of the Budget has 
advised that the provisions of sections 103, 104, and 404 of the proposed housing 
amendments of 1956, as other provisions of that bill, are in accord with the 
program of the President. : 

Sincerely yours, 
ALBERT M. Cote, Administrator. 


Hovusine AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., March 16, 1956. 
Re S. 2848, 84th Congress. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. O. 


Dear SENATOR FULBRIGHT: This is in further reply to your letter of January 
® requesting an opinion as to the merits of S. 2848, a bill relating to the order 
of filling vacancies in armed services housing constructed or acquired under 
title VIII of the National Housing Act. 

The bill would add a new section to title VIII of the National Housing Act, 
as amended, which would provide that the military shall not assign personnel 
to, or grant occupancy in, an armed services housing project constructed under 
the provisions of title VIII if there are vacant accommodations in any other title 
VIII housing project constructed earlier in the community. In introducing the 
bill, the sponsor stated that its purpose is to prevent “overbuilding of housing 
faciltiies” under title VIII, and to obtain “efficient, economical operation of 
Wherry housing.” The provisions of the bill would apply both to housing con- 
structed under title VIII prior to its amendments by the housing amendments 
of 1955 (referred to as the “Wherry housing program”) and housing constructed 
under title VIII on and after its amendment by the 1955 act (referred to as the 
“Capehart housing program”). 

This Agency does not recommend enactment of the bill as written. We are, of 
course, interested in legislation which would assure the Wherry housing or 
Capehart housing would not be subjected to harmful composition by the construc- 
tion of unnecessary additional housing, as such competition might mean insol- 
vency of a project and financial loss to the Federal Housing Administration under 
its mortgage insurance contract. The Federal Housing Administration insures 
the mortgages financing the construction of both Wherry and Capehart housing. 
In the latter case, however, when construction of the housing is completed the 
housing is placed under the control of the Secretary of Defense, the Secretary 
acquires the capital stock of the mortgagors, and the housing becomes public 
quarters. Appropriations to the military for quarters allowances are also made 
available for the payment of principal and interest on the mortgage. Wherry 
housing remains in the hands of the sponsor unless it is acquired by the military 
by purchase or condemnation. 

Since the FHA insures the mortgages financing both types of housing, this 
Agency would favor any practical measure which would strengthen such ‘pro- 
visions as are in the present law to prevent overbuilding of armed services 
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housing in a community and thus assure that the mortgages will not be subject 
to default because of lack of income due to nonuse. Under the present provisions 
of title VIII of the National Housing Act, before additional title VIII housing 
can be provided, the Secretary of Defense (after consultation with the Federal 
Housing Commissioner) must determine that adequate housing is not available 
for the armed services personnel. at reasonable rentals within reasonable com- 
muting distance of the installation. It is difficult to see how the requirement 
in the bili that vacancies in older housing shall be filled before personnel can 
be assigned to newer housing would add much if anything to the methods of 
determining whether adequate housing is available in the community, and thus 
prevent overbuilding. 

The provisions of the bill therefore would seem to have more effect on the 
operations of armed services housing than on preventing overconstruction. 
While the Department of Defense is in a better position than this Agency to 
point out the difficulties in administering the provisions of the bill, some prob- 
lems are obvious. For example, there would no doubt be military personnel who 
have duties which require them to live adjacent to or on the military installa- 
tion. Under the provisions of the bill, if there are vacancies in older housing 
further away from the installation the military would be under compulsion te 
assign such personnel to that older housing, even though it is too far away to 
permit the personnel to be in a position to perform their duties adequately. 

Under the bill, personnel could not be assigned to a title VIII project if there 
was a single yacancy in the older project. The administrative problem involved 
in attempting to comply with this strict requirement would in itself seem to 
make the proposal impractical. Also, such a requirement (which would almost 
assure full occupancy in the older project) might be giving an unnecessarily 
favorable advantage over a newer project to the extent of depriving the newer 
project of sufficient rentals to make itself self-supporting. If the Department 
of Defense were not required to fill all vacancies in the older project before 
assigning personnel to the new project there might be sufficient personnel to 
occupy beth projects to a peint which would keep them both solvent, although 
neither project was completely occupied. If legislation such as S. 2848 is to 
be enacted consideration should therefore be given to requiring that older Wherry 
housing be given priority in the assignment of personnel up to an occupancy of 
90 to 95 percent. This would, in some cases at least, provide a protection to 
Wherry housing, particularly since housing built under the Capehart program 
can be bigger and perhaps better than the Wherry housing and therefore more 
attractive to armed services personnel. 

Another problem might also result from the requirement that an older project 
must be filled before personnel can be assigned to a newer project. Generally, 
the older project would be a Wherry project which is owned and operated by 
private sponsors (except, of course, Where it has been acquired by the military). 
The requirement in the bill, almost assuring full occupany of the older Wherry 
project. could have the effect of making its owners feel that there is no need to 
maintain a high standard of repair, maintenance, and tenant services. Of course, 
this would be to the detriment of the tenants, the military, and the financial in- 
terests of the mortgagees and the FHA. 

Further, the bill gives no consideration to housing other than title VIII hous- 
ing in the community which may have been built specifically to serve military 
housing needs, such as housing financed with mortgages insured by the FHA 
under title IX of the National Housing Act. Title [IX was enacted by the De- 
fense Housing Act of 1951 to assist in the provision of defense housing needed 
during the Korean emergency. Like Wherry housing, title [IX housing is privately 
owned and managed. Under the bill, the military would be required to assign 
personnel to Wherry housing or Capehart housing in preference to title [IX hous- 
ing. This could be considered an unfair discrimination against such housing. 

As hearings are to be held by your committee next week on this and other bills, 
I am sending this report prior to clearance with the Bureau of the Budget. We 
will advise you further when the views of the Bureau have been received. 

Sincerely yours, 
ALRERt M. CoLe, Administrator. 

[Handwritten note:] Cleared by Bureau of Budget. 
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DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, March 30, 1956. 
Hon. J. W. FuLsRicHt, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Dear Mr. CHATRMAN: Reference is made to your request for the views of the 
Department of Defense with respect to S. 2848, 84th Congress, a bill relating 
to the order of filling vacancies in armed services housing constructed or 
acquired under title VIII of the National Housing Act. The Secretary of 
Defense has delegated to this Department the responsibility for expressing the 
views of the Department of Defense. 

The Department of the Air Force on behalf of the Department of Defense 
is opposed to the enactment of S. 2848. 

The purpose of 8. 2848 is to prevent the military departments from assigning 
personnel to, or granting them occupancy in, any housing project which was 
acquired or constructed under title VIII of the National Housing Act (whether 
before or after the Housing Amendments of 1955, Public Law 345, 84th Cong.) 
if vacant living accommodations exist in any housing project previously acquired 
or constructed under said title VIII. 

There are two basic factual situations with which this bill is concerned. 
First, there is the situation involving two so-called Wherry housing projects 
at the same military installation, one older than the other; and, second, there 
is the situation involving one Wherry project and subsequently erected housing 
under the Housing Amendments of 1955. 

As to the first situation, the military services do not “assign” personnel to 
Wherry housing but merely “certify” individuals as being entitled to residence 
in such housing. There is no obligation placed upon such individuals to live 
therein nor can they legally be compelled to do so. If the Wherry housing is not 
completely occupied by “eligible” personnel 30 days after a vacancy occurs, the 
owner is privileged to rent the vacant apartments to any person, whether or not a 
member of a military service. The effect of the bill in the situation now dis- 
cussed would be to prevent individual Wherry project owners from renting their 
property if a vacancy exists in an earlier Wherry project. It is difficult to per- 
ceive the equity in preferring one property owner over the other since neither 
Wherry project was erected without a prior finding by governmental adminis- 
trative agencies that there was need for such housing. 

As to the second situation, it should be stated preliminarily that the pro- 
graming of units under title IV of the Housing Amendments of 1955 on any 
base would not be accomplished without considering the availability of Wherry 
housing. In the event that personnel requirements justified such additional 
housing, it is not fe that existing Wherry projects would be jeopardized. In 
the event housing was constructed under title IV to meet a requirement, it should 
be borne in mind that such housing would become public quarters to which 
military personnel could be assigned. The application of this bill to such a 
situation would in effect preclude the military departments from assigning 
personnel to public quarters in the event any vacancy happened to exist in a 
Wherry unit. In other words, it would require quarters which are, for all prac- 
tical purposes, public quarters to remain vacant until units in a private project 
were filled. Until this happened, the Government would be paying out quarters 
allowances to personnel when public quarters were available for occupancy. At 
the same time, the military department concerned would be required to meet 
interest and amortization payments on the public quarters out of the quarters 
allowance appropriation. In this connection, the bill would make impracticable 
the use of the authority contained in title IV to meet additional permanent hous- 
ing needs at activities served by Wherry housing. It would be unsound for the 
military to commit itself to the payment of mortgage obligations on housing 
which could not with certainty be fully utilized to the extent required to meet 
interest and amortization payments. 

The bill fails te recognize that in normal real-estate operation it is castomary 
for a small percentage of the total units to be vacant at any one time due to 
normal turnover, lack of demand for the particular size, type, or price unit which 
happens to be available, or for repair or redecorating. Thus, the military would 
have an almost impossible requirement to meet before using its title IV assets. 


The enactment of S. 2848 could cause an indeterminate increase in the budget 
of the Department of Defense. 
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This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Department of Defense. 

In view of your urgent request for receipt of this report, it is being forwarded 
prior to being sent to the Bureau of the Budget for a determination as to whether 
it is in accord with the program of the President. When Bureau of the Budget 
review is effected, you will be so informed. 

ly you 
ree 2 me Donatp A. QUARLES. 


Housing AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., March 16, 1956. 
Re S. 3057, 84th Congress. 
Hon. J. W. FULBRIGHT, 
Chairman, Committe on Banking and Currency, 
United States Senate, Washington 25, D. C. 

Dear SENATOR FurerRIGHT: This is in further reply to your letter of January 
27 requesting the views of this Agency with respect to 8. 3057, a bill “to permit 
apartment projects constructed under the National Housing Act to provide 
transient or hotel type accommodations if such accommodations were furnished 
in such project prior to May 28, 1954. 

The bill would amend provisions of the National Housing Act (subsec. (b) 
and (c) of sec. 513) which prohibit the use of multifamily housing, insured 
thereunder, for transient or hotel purposes unless (1) the FHA Commissioner 
agreed in writing to such use on or prior to May 28, 1954, or (2) the project 
is located in an area determined to be a resort area. The bill would, in effect, 
remove these two limitations and authorize the use of such project for transient 
or hotel purposes upon a finding: by the Federal Housing Commissioner that 
prior to May 28, 1954, a portion of the accommodations had been made available 
for rent for transient or hotel purposes. The existing requirement that no 
accommodations for transient or hotel purposes would be allowed in excess of 
the number which had been made available prior to May 28, 1954, would still 
be applicable. 

We believe that the amendment, if adopted, would provide desirable flexi- 
bility, as it could undoubtedly be used in some cases to avoid defaults which 
would otherwise occur with resultant losses to FHA. 

I have been advised by the Bureau of the Budget that there would be no ob- 
jection to the submission of this report. 

Sincerely yours, 


ALBERT M. Coie, Administrator. 


Hovusine AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., March 16, 1956, 
Re 8. 3158, 84th Congress. 
Hon. J. W. Fucerient, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washinyton 25, D. C. 


Dear SENATOR Futsricut: This is in further reply to your letter of February 
10, requesting the views of this Agency with respet to S. 3158, a bill to amend 
certain laws relating to the provision of housing and the elimination of slums, 
to establish a National Mortgage Corporation to assist in the provision of housing 
for families of moderate income, and for other purposes. Because of the many 
subjects dealt with by the bill and their complexity, I have stated my comments 
separately for each title of the bill. 


TITLE I, PUBLIC HOUSING 


This title authorizes contracts for loans and annual contributions for 200,000 
additional low-rent public housing units during each of the fiscal years 1957, 1958, 
and 1959 with the power to carry over any unused portion of the authorization, 
The Housing Agency believes that this many units per year, even were they to be 
authorized by the law, would not be wanted by our local communities and could 
certainly not be built efficiently. The proposal for building this many public 
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units in so short a period, if it were accepted as national policy, would greatly 
discourage efforts by private enterprise to extend its operations, either by new 
construction or rehabilitation, further into the low-cost housing field. The 
Housing Agency believes that its recommendation for 35,000 low-rent housing 
units to be authorized for each of the 2 next fiscal years represents a far more 
realistic and workable program. We believe it in the public interest to under- 
take a modest and smoothly running program rather than attempt to embark on 
a highly controversial program which can only move forward, if at all, on a 
stop-and-go basis. 

This Agency does agree that the low-rent public housing authorization should 
not be subject to artificial limitations under which the authorized number of 
units must all be contracted for or started within 1 yeur’s time. In view of the 
necessary time required for local government approval, planning, and site selec- 
tion and acquisition, it is important to obtain a continuing authorization for a 
2-year period. 

Such an authorization has been recommended by the Administration, with each 
of the 2 proposed 35,000-unit increments available for contracting until 2 years 
after it first becomes available, and with no limitation at all on the number of 
units which may be scheduled for actual construction in any one year, Also, 
if a continuing authorization for a 2-year program is enacted, the localities will 
have a reasonable period in which to determine their current needs, thereby 
providing better information than is now available as to the true local demand. 
At the same time, there would be an opportunity to observe progress under 
related urban renewal programs and also the effect on private construction of 
such liberalizing amendments as the Congress may enact in connection with the 
Federal Housing Administration's low-cost housing program under section 221 
of the National Housing Act. 

For all of these reasons, I believe that the Administration proposal would 
authorize a realistic and reasonable program and that 8S. 3158 would not. 

Title I of the bill contains a provision which would permit single persons to 
occupy federally aided low-rent housing units. The Housing Agency believes 
such provision to be most undesirable, unless it were limited to elderly persons. 
We believe that the emphasis in the program should continue to be on providing 
a better home environment for the upbringing of children so that the benefits 
of the housing are multiplied many times in the growing future generations. 
Because of the special problems and needs of elderly persons, the Adminis- 
tration has recommended legislation to permit single persons 65 years of age 
or over to be admitted to low-rent housing. The Administration has also pro- 
posed amendments making it possible for localities to provide units especially 
designed for elderly persons. However, 8S. 3158 would go much further in per- 
mitting any single person, without regard to advanced age, to occupy units in 
federally aided low-rent housing. 

Another provision of the title would require the establishment by the Public 
Housing Administration of general standards applicable to low-rent housing 
projects with respect to minimum space requirements and type of construction, 
and to allow local public housing agencies a maximum amount of discretion with 
respect. to project size, type, density, and design. The proposed amendment 
is apparently intended to clarify the line between matters over which the PHA 
should exercise some control and matters which should be left to the discre- 
tion of the local public housing agency. We believe that the PHA is already 
complying with the objective of this amendment. However, the amendment 
does not state its objective clearly, and would have the effect of confusing, 
rather than clarifying, the proper division of responsibility between Federal and 
local officials. Moreover, we doubt that such a matter can adequately be dealt 
with by a simple legislative enactment stated in general terms. 

One provision of the title would permit the admission of families to low-rent 
housing without requiring a gap of at least 20 percent between the upper rental 
limits for admission and the lowest rents at which private enterprise is providing 
decent, safe housing. The 20-percent gap requirement is designed to assure 
private enterprise that public housing will not compete with it for new tenants 
and thereby to encourage private enterprise increasingly to provide rental or 
sales housing for the lower income groups. We believe that this incentive should 
be continued and that section 221 of the National Housing Act should be liberal- 
ized in order to increase the opportunity for private enterprise to operate in 
the 20-percent area. 

In addition to repealing the 20-percent gap requirement, title I of the bill 
would permit overincome tenants to remain in low-rent housing during periods 
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when other decent housing which they can afford is unavailable provided that 
they pay one-fifth of their net income as rent. Thus, if the two provisions are 
both enacted, a family which is just barely eligible for low-rent housing could 
be admitted and, after its income has risen, would be permitted to remain in 
the housing. The two provisions in combination would thereby unduly encourage 
the occupancy of low-rent housing units by overincome families. However, if 
the 20-percent gap requirement is retained in the law, the other provision stand- 
ing alone appears to have some merit (aside from a technical drafting defect), 
and the Housing Agency has undertaken to study its full effect. 

Another provision of the title would prohibit acquisition of housing for low- 
rent use constructed by a private developer unless (1) it was inspected during 
the course of construction by a Federal agency; (2) construction labor was paid 
prevailing wages as predetermined by the Secretary of Labor under the Davis- 
Bacon Act; (3) it meets PHA minimum space requirements; and (4) the local 
housing agency certifies that the accommodations are not leas advantageous 
from the standpoint of location, construction, and community facilities than 
housing which might be constructed by the local housing agency, that it will 
be as inexpensive to acquire and maintain as housing so constructed, and that 
the housing to be acquired is the best available, taking into consideration price, 
design, construction, location, and community facilities. There have been so 
few acquisitions of existing projects under the low-rent program that the prae- 
tical effect of this provision would not be important. However, in principle, it 
is undesirable because it would require the local publie authority to meet each 
of a number of separate tests before acquiring an existing project, rather than 
permitting the local authority to consider the relative merits of the entire pro- 
posal to buy an existing project as compared with an alternative proposal to build 
a new project. For instance, we do not see the advantage of restricting acquisi- 
tion to projects inspected and approved by the Federal Government during the 
course of construction. This restriction would arbitrarily limit the market, 
and might well prevent the purchase of a better constructed project which is 
available at a lower price. 

The title would also repeal a number of appropriation act provisos which have 
the force of permanent legislation, as well as two subsections of section 10 
of the United States Housing Act of 1987. Three of the appropriation act 
provisos (third proviso in the 1954 Appropriation Act and the fourth provisos 
in the 1952 and 1953 Appropriation Acts) and one of the subsections (subsec. 10 
(1) of the 1937 act, as amended) are concerned with permitting local govern- 
ments to terminate low-rent housing programs. These provisions all deal with 
the same subject, and constitute overlapping legislation. Subsection 10 (1), 
which deals with the matter in a comprehensive and workable manner, repre- 
sents a solution of a difficult and controversial problem as it was worked out 
by the Congress after long consideration. We therefore believe that it should 
not be repealed. It would be helpful if the three overlapping appropriation 
act provisos were repealed, but we do not consider this essential since, where a 
locality wishes to terminate its low-rent program, it will undoubtedly invoke 
subsection 10 (1) of the 1937 act. 

Another appropriation act proviso (clause (2) of the eighth proviso in the 1954 
act) which would he repealed has the effect of prohibiting any further exten- 
sion of the low-rent housing program unless specifically authorized by the Con- 
gress. A similar provision now appears as permanent legislation in subsection 
10 (i) of the United States Housing Act of 1937. Accordingly, we see no 
objection to repealing the proviso, but neither is such repeal necessary. 

Another appropriation act proviso (clause (2) of the third proviso in the 
1953 aet) which would be repealed by the bill prohibits the PHA from authoriz- 
ing the commencement of construction of more than 35,000 dwelling units in any 
one year. This proviso creates a needlessly troublesome restriction. The size 
of the low-rent program should be controlled through the authorization for 
entering into financial aid contracts, and the rate of construction should then 
be allowed to take its normal course. <A 35,000 unit per year rate of contracting 
may result in more units being ready to go under construction in a given year, 
and any delay in authorizing construction when a project is ready would simply 
mean additional costs to the Federal Government resulting from the delay. 
Accordingly, the Housing Agency agrees that this proviso should be repealed 
and such repeal has been incorporated in 8. 3302, the enactment of which is 
recommended by this Ageney. 3 

The remaining appropriation act provisos which woulid be repealed by title 
I of 8S. 3158 are the so-called Gwinn amendment which prohibits the occupancy 
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of any public housing unit by a member of an crganization designated as sub- 
versive by the Attorney General. This concerns a matter of basic policy which 
we believe can best be determined by the Congress. 

Finally, the title would repeal subsection 10 (j) of the United States Housing 
Act of 1937 under which a local housing authority, after sale of the project or 
retirement of the project bonds, would be required to pay back any surplus 
from sale or operation to the Federal Government and to the local government 
in proportion to their respective contributions to the project. The Housing 
Agency believes that this is a fair provision and therefore recommends against 
its repeal. 

Before concluding my comments on title I of the bill, I would like to point 
out that it would authorize a huge federally aided public housing program with- 
out requiring the local communities which participate in the program to face 
up to the whole process of urban decay and to undertake sensible, long-range 
programs for dealing with slums and urban blight. The administration believes 
that Federal aid for low-rent housing, like Federal loans, grants, and special 
FHA mortgage-insurance aids for urban renewal, should be made available only 
to those communities which have themselves adopted a “workable program” 
for dealing with interrelated problems of urban blight. This is in no sense an 
onerous requirement. Ninety cities, including many very small ones, have 
already adopted workable programs. 


TITLE II—MIDDLE INCOME HOUSING 


Title II of the bill would establish a National Mortgage Corporation in the 
Housing Agency with authority to make direct mortgage loans to families of 
moderate income, private nonprofit cooperative housing corporations and certain 
other private nonprofit corporations which wouid operate rental housing. One 
billion dollars of borrowings would be authorized for these loans upon enact- 
ment. After July 1, 1957, amounts of $2 billion could, under certain circum- 
stances, be made available each year for such loans. The National Mortgage 
Corporation would obtain loan funds by issuing its obligations in the private 
market, but in the event of default, these obligations would be replaced by 
debentures fully guaranteed by the United States both as to principal and 
interest. Capital stock of $100 million would be subscribed to by the Treasury, 
but would gradually be replaced by capital stock issued to corporations which 
borrow from the National Mortgage Corporation. These borrowers would be 
required to subscribe to stock in amounts equal to 5 percent of the mortgage 
loans which they receive, but the stock could be fully paid for over a period of 
20 years. 

The title, in general, is based on title III of §. 2246, 8ist Congress, which was 
rejected by the Congress in 1950. S. 3158 differs from the earlier legislation in 
a number of particulars, several of which are very significant. The earlier legis- 
lation did not make provision for direct home loans to individuals. §. 3158 
would permit such loans with maturities ef 40 years and with downpayments of 
5 percent. The earlier legislation provided for a $1 million revolving loan fund, 
whereas §. 3158 would make possible commitments of many billions of dollars. 
Also, there is a new definition of persons to be served by the program. Under 
S. 3158, families of moderate income are defined as those whose incomes preclude 
them from obtaining “conventionally financed new housing with total monthly 
housing expenditures of 20 percent of their normal stable income.” Undesir- 
able results flowing from this definition will be discussed below. 

The Housing Agency strongly recommends against the enactment of this title. 
It would, in effect, commit the Federal Government to underwriting billions of 
dollars of financing to supplant the present financial structure serving a broad 
segment of the mass market for housing. Such an invasion, instead of supporting 
and supplementing the vast flow of private funds into residential construction, 
would attempt in large measure to replace normal, private investment sources. 
The result would be that before long less housing, rather than more housing, 
would be available to families of moderate income. 

In judging the extent to which the proposed program would invade the mass 
market for private housing, it is relevant to note that the program contemplates 
that billions of dollars of loan funds could be authorized each year. The loans 
would be available to families who now constitute a major part of the mass 
housing market. Thus, the definition of “families of moderate income” includes 
families who would be required to pay more than 20 percent of their normal 
stable income in order to purchase or rent conventionally financed new housing. 
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This definition disregards the fact that a very large segment of the housing 
market is served by good, moderately priced. existing housing; and that conven- 
tionally financed housing, because of shorter maturities, requires a larger monthly 
cost, so that the definition apparently makes eligible a large portion of the market 
which is now served by FHA- and VA-aided new or existing housing. Further- 
more, even in the case of FHA-aided new homes financed under section 203 of 
the National Housing Act, virtually half of all the purchasers have estimated 
total monthly housing expenditures of more than 20 percent of their effective 
monthly income. ‘Thus, the title would invade and upset a market which is now 
being served successfully. 


TITLE I1I-——HOUSING COORDINATION IN METROPOLITAN DISTRICTS 


The Housing Administrator would be directed to establish in each metropoli- 
tan district an Office of Coordination, to be headed by a Director, Each Director 
would analyze local housing and mortgage markets and housing needs. The 
Director would consult with an advisory committee of local residents and would 
be required to submit to the committee for its consideration and comment “any 
proposed recommendation” of the Director to the Housing Administrator with 
respect to granting housing or public works assistance in the metropolitan 
district. 

The Director would also be required to encourage the establishment under 
applicable State law of State or municipal agencies for metropolitan planning 
in connection with housing and public works needs. The Housing Administrator 
would be authorized to make planning grants to such agencies, with the Federal 
funds .to be matched by funds provided by the State or municipality. The 
Housing Administrator would be authorized, upon the recommendation of the 
Director, to reduce FHA maximum mortgage-insurance ratios and to reduce 
grants or loans for public works planning, urban renewal, and public housing 
during any year in which the district or a part of the district is not included 
within the planning jurisdiction of a metropolitan planning agency. 

The Housing Agency strongly recommends against the enactment of these 
proposals. The establishment of an Office of Coordination in each metropolitan 
district would, in our opinion, provide for an additional administrative layer to 
perform functions which can. more economically be handled through HHFA 
regional offices and regional field representatives. According to the Bureau of 
the Census, there were 168 standard metropolitan areas in the country in 1950. 
It would therefore be very expensive to set up any kind of effective staffing in 
all metropolitan areas as contemplated by the bill. 

The provision which requires the Federal Director in each metropolitan district 
to submit te his advisory committee “any proposed recommendation” with respect 
to housing or public works assistance which he desires to make to the Housing 
Administrator could seriously hamper the effectiveness of the Director in 
representing the interests of the United States. A similar requirement that 
“any” such proposed recommendation be submitted to the metropolitan planning 
agency is open to a similar objection. 

The legislation makes no attempt to gear the planning grant provisions to 
existing provisions of law (sec. 701 of the Housing Act of 1954) which deal with 
planning grants. This would lead to considerable confusion in the law. 

The penalties which Federal officials could impose on the metropolitan district 
or any part thereof which is not included within the planning jurisdiction of 
a metropolitan planning agency are most severe. Thus, not only could Federal 
aid in the form of grants or loans for public-works planning, urban renewal, 
and public housing be reduced, but FHA mortgage-insurance ratios, which greatly 
affect individual home buyers and private lenders and builders, could also be 
reduced upon the recommendation of the Director of Office of Coordination. Such 
Federal powers appear to us to be unwarranted, especially when consideration 


is given to the present state of metropolitan planning development throughout 
the country. 


TITLE IV—AIDS TO LOCAL PUBLIC WORKS 


Title IV of the bill contains a number of amendments related to public works 
and planning. One amendment would increase the Housing Agency’s public 
facilities loan authorization from a $100 million revolving fund to a $1 billion 
revolving fund. This Agency has no information indicating a need for any 
increase in this program, let alone a tenfold increase as proposed by S. 3158. 
On the basis of applications received under the program, the present authoriza- 
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tion should be ample for some time to come. In any case, opening the door to 
Federal financing of local public works on such a scale would clearly discourage 
local financing and would tend to make our communities needlessly dependent 
on Federal financing. Also, we believe that such a great increase in the public 
facilities loan program is particularly unjustified at this time in the light of 
the present high-level of economic activity in the country. 

Another provision of the title would authorize additional sums to be appro, 
priated to the Housing Agency’s advance planning revolving fund in amounts 
which are estimated to be necessary for the planning of a $20 billion local public- 
works program at the end of a 5-year period. The law now authorizes a $48 
million revolving fund. Here again, our actual experience in receiving applica- 
tions under the presently authorized program indicates that an increase in 
the authorization is not yet needed. In any event, it should be noted that a 
$20 billion construction program would require between $200 million and $300 
million in planning funds, depending upon whether the planning is preliminary 
or detailed in nature. We know of no facts which would justify an increase of 
this magnitude at the present time. 

The title would also authorize the Housing Administrator to guarantee up to 
$1 billion of bonds or other obligations of local public agencies issued for the 
purpose of acquiring sites for local community facilities in advance of actual 
need. The advance acquisition of sites for community facilities is frequently 
desirable in the light of our growing population and the rapid rate at which 
many of our cities are expanding. Cities and towns which are growing rapidly 
should make advance provision for the acquisition of sites for schools, roads, 
and other public facilities that may not be ready for actual construction for a 
period of some years. This provision of the bill is therefore addressed to a very 
real problem. However, the proposal is seriously defective. 

It is questionable whether the Federal Government should participate in the 
acquisition of sites for local public facilities through the device of guaranteeing 
obligations of local public agencies. In any event, the billion dollars proposed 
for such purpose appears excessive, taking into consideration other needs which 
must be met. It should be noted, too, that many States would require addi- 
tional State legislation before such a program could be carried out and that 
the usefulness of the provision would also be limited by statutory debt limi- 
tations. The bill makes no mention of the standards which should be imposed 
in the administration of the program and merely states that Federal guaranties 
shall be entered into “upon such terms and conditions” as the Administrator 
may deem appropriate. Also, no provision is made for a revolving fund, and no 
reference is made to the payment of application fees or guaranty premiums. The 
bill also provides for divided responsibility between the Housing Administrator 
and the Secretary of the Treasury, instead of permitting a single administering 
agency to be responsible both for issuing the guaranty and for recasting the 
loan or liquidation of collateral in the event of default. It thus appears that 
while the provision is addressed to a very real problem, it fails to make adequate 
provision for its solution. 

Finally, the title contains a provision under which $1 million could be appro- 
priated annually for a 10-year period to be used by the National Science Foun- 
dation for providing scholarships for the graduate training of professional city 
planning and housing technicians. There is a very great need for additional 
technicians trained in these fields. The proposed scholarship fund therefore 
has considerable merit. However, this proposal raises a question as to whether 
such a Federal program should encompass other technical and scientific fields 
in which the shortages of trained personnel are equally serious. 


TITLE V—SLUM CLEARANCE AND URBAN RENEWAL 


This title would provide for a number of miscellaneous amendments to existing 
urban renewal legislation. One section would authorize the making of advances 
on an annual basis to local public agencies for long-term rehabilitation and 
conservation activities and for redevelopment planning. Annual expenditures 
for these purposes incurred by a local public agency in connection with the 
contract for advances could be considered as part of the gross project cost of 
any urban renewal project which was later undertaken. The contract’ for 
advances would be made subject to such terms and conditions as the Adminis- 
trator may prescribe. 

The full intent of these provisions is obscure, and they would be very difficult 
to administer. No provision is made for the payment of interest on the ad- 
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vances and the bill gives no guidance concerning the intended method of re- 
payment, if any, in the event that no specific urban renewal project is later 
undertaken by the community. The references to “long-term” rehabilitation and 
conservation activities and to “annual expenditures” for these purposes would 
apparently authorize Federal financing of an undefined number of activities, 
including code enforcement and the enforcement of other police measures, 
without any real distinction being made between normal day-to-day municipal 
functions and special urban renewal undertakings. In brief, the provisions 
would break down the general guide lines now provided by title I of the Housing 
Act of 1949 governing the extent of Federal financial aid under that title. 

Under another provision of the bill, local grants-in-aid for urban renewal 
would be limited to not more than one-third of the aggregate net project costs. 
Thus, in place of a minimum one-third local contribution, there would be a 
maximum one-third local contribution, The Housing Agency recommends against 
the enactment of this provision. Although it is true that certain communities 
may not find it easy to meet the loeal grant-in-aid obligation by reason of other 
financial commitments and requirements, the provision in the existing law is 
not unduly onerous, particularly since the local grants may consist of the 
provision of services and special facilities and need not be paid in cash. The 
urban renewal program is basically a local program involving local responsibili- 
ties and, in the long run, productive of substantial financial benefits to the 
local community. We believe that the present formula in the law for determin- 
ing the local contribution is both fair and practical. Furthermore, under the 
flexible provision suggested by the bill, almost insoluble administrative prob- 
lems would arise in trying to ascertain the amount of aid which various local 
public agencies should provide. The Federal officials administering the pro- 
gram would have no alternative but to undertake time-consuming studies of the 
financial capacity of local communities. Because of the many intangible factors 
involved, there would inevitably result errors of judgment, suspicions of fav- 
oritism, and charges of Federal meddling in local fiscal matters. 

Section 503 of the bill woud add a superfluous provision to the law which 
would provide for the exercise of local discretion in a field where the locality’s 
present power to exercise discretion is unquestioned. Another section would 
provide for an increase in the urban renewal capital grant authorization prior 
to the time that any such increase is needed. 

Other provisions of the title reflect serious concern that there be provided 
satisfactory housing to accommodate persons displaced by urban renewal 
activities. This concern is already reflected in the law by an express provision 
contained in section 105 (c) of the Housing Act of 1949, as amended, which 
requires that there by ‘‘provided, in the urban renewal area or in other areas not 
generally less desirable in regard to public utilities and public and commercial 
facilities and at rents or prices within the financial means of the families dis- 
placed from the urban renewal area, decent, safe, and sanitary dwellings equal 
in number to the number of and available to such displaced families and reason- 
ably accessible to their places of employment.” The seriousness which the 
Congress attaches to this provision is further indicated by section 101 (c) of the 
Housing Act of 1949 which prohibits the Housing Administrator from delegating 
the function of determining that the relocation requirements have been met. 

The Housing Agency agrees that the relocation problem is, without question, 
one of the most difficult and important problems in the urban renewal program. 
However, the several provisions in 8. 3158 which are addressed to this problem 
would in no way contribute to its solution. Thus, one of the provisions would 
add to the definition of an “urban renewal plan” a requirement that the plan 
shall include a comprehensive program for the relocation of displaced families ; 
a program for controlling population density in the locality ; information-as to 
the estimated future population of the locality; estimates of population den- 
sities to be allowed for different sections in the locality: estimates of the 
number of persons to be relocated as a result of slum clearance activities; and 
information concerning the areas to be developed to accommodate relocated 
families. In addition, the amendment would prohibit the approval of an urban 
renewal plan unless it showed that there will be adequate housing available for 
the families as they are displaced. 

Aside from the merits of these requirements, it is clear that they should 
not be offered as amendments to the definition of an urban renewal plan. That 
plan is addressed primarily to the proposed new land uses. It is frequently-in- 
corporated by reference in contracts between the local public agency and persons 
purchasing cleared land for redevelopment purposes. It is frequently recorded 
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in local land records. If requirements along the lines proposed by the bill have 
any merit, they should be offered as amendments to section 105 (c) of the 
Housing Act of 1949 which deals with relocation of displaced families. As for 
the merits of the several requirements, some of them would merely restate, 
in an overlapping manner, congressional intent already stated in section 105 (c). 
Such overlapping statements can only serve to confuse the law. Other require- 
ments would merely specify by statute that certain detailed data be collected 
which would necessarily be collected anyway in order to carry out the intent 
of present provisions of law. Finally, some of the detailed requirements go 
too far in that they require the local community to adopt a comprehensive pro- 
gram for controlling population density of the entire community and to make esti- 
mates of future population for the entire community and of how that popula- 
tion would be distributed in different parts of the community. Such long-range 
citywide studies relate to general city planning and zoning regulations and to 
the city’s entire workable program for dealing with its interrelated problems 
of housing and urban renewal. They certainly should not be incorporated as a 
Federal statutory requirement in connection with a specific project. 

The bill would amend also section 105 (c) by striking out the reference to the 
temporary relocation of displaced families. The intent of this amendment is to 
deprive the local public agency of the opportunity to relocate displaced persons 
temporarily, pending the completion, or the making available, of permanent relo- 
cation housing. The Housing Agency recommends against the enactment of this 
provision. Temporary relocation is generally used to only a very limited extent, 
but has proven a very useful and necessary device in some cases. Although it 
may impose inconvenience upon displaced families who are required to move 
twice, the advantages in terms of enabling the local public agency to proceed with 
an urban renewal project justify the practice, particularly in a case where the 
purpose of the temporary relocation is to permit the displaced family to return 
to the original site after it has been redeveloped. In this connection it should 
be borne in mind that local expenditures for moving and relocating the family 
are approvable as part of title I gross project costs. The roadblocks in the field 
of urban renewal would be increased out of all proportion to any possible bene- 
fits if the proposed amendment were enacted into law. Also, the proposed amend- 
ment seems to us to dictate an unwarranted interference in a matter which could 
well be left to the discretion of local officials. 

The title contains a provision which would make Federal capital grants avail- 
able for open-land projects. We know of no need for this amendment. It should 
generally be feasible to undertake and carry out open-land projects without a 
loss or with a very minor loss. In any event, if any such loss is incurred from 
this type of undertaking, we do not believe that it is appropriate for the Federal 
Government to share in it. 

Quite apart from the specific objections which have been made to the provisions 
of title V of the bill, it should be noted that the provisions as drafted are in many 
instances unclear. For this reason, as well as the other reasons stated in the 
foregoing discussion of the title, the Housing Agency strongly recommends 
against the enactment of the several provisions in the title. 


TITLE VI—FHA AND FNMA 


Title VI of the bill would increase the maximum maturity of mortgages under 
section 221 of the National Housing Act from 30 years to 40 years. Such a 
liberalization would serve to lower the monthly payments on private housing 
which is made available for families displaced by urban renewal activities. The 
Housing Agency is in favor of this change, and a similar provision is contained 
in S. 3302, the enactment of which is recommended by the administration. 

The title would also reestablish the Federal National Mortgage Association as 
a wholly owned Government corporation with all the powers and functions which 
were vested in it prior to the enactment of the Housing Act of 1954, and with 
authority to make direct loans having maximum maturity of 40 years. In addi- 
tion, the title would provide for the chartering and supervision of national mort- 
gage associations under the supervision of the Housing Administrator. These 
associations could be chartered with a minimum capital stock of $2 million, and 
would be authorized to borrow up to 20 times their paid-up capital and surplus 
to finance their activities. The associations would be authorized to make loans 
insured by the FHA under certain sections of the National Housing Act and to 
purchase loans insured under titles II and VI of that act, as well as uninsured 
loans where the loan amount does not exceed 60 percent of appraised value. The 
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obligations of the associations would be exempt from Federal and State income 
taxes. 

The proposal to reestablish FNMA as a wholly owned Government corporation 
contemplates putting the Government back in the business of financing homes 
through the large-seale use of Treasury funds. It would result in supplanting 
available private funds with direct Federal lending and would prevent the FNMA 
from establishing an adequate secondary mortgage market under private auspices. 
During its first 15 months of operations, the present FNMA secondary market 
operation has developed quite successfully. It has materially supported the flow 
of private funds available for residential construction. At the present time it is 
purchasing mortgages at an annual rate of $300 million and has sold $100 million 
of its obligations to private investors. . It has about $314 million in private stock 
subscriptions, and has started paying dividends on that stock. The Housing 
Agency believes that there is no justification for abandoning a program which 
has made so good a beginning. 

The establishment of national mortgage associations as proposed in the bill 
raises a number of very serious questions. Would the potential returns for an 
investor in the stock of an association be such as to attract the initial minimum 
capital of $2 million? Would the obligations to be issued by an association 
be salable in the open market at a sufficiently low rate of interest and to the 
necessary extent? If funds were raised through the sale of short-term obliga- 
tions in order to achieve a low interest cost and the proceeds are invested in 
long-term mortages with fixed interest rates, might not an impossible financial 
burden be placed upon the association if interest rates should increase by the 
time it becomes necessary to refund the short-term obligations? Even assuming 
that initial obligations are successfully issued to the maximum extent of 20 
times paid-in capital and surplus, would additional stock subscriptions be forth- 
coming or would the association thereafter be limited to making purchases out 
of the proceeds of mortgage sales or repayments? 

In the opinion of the Agency, title VI of the bill would abandon a secondary 
mortgage market program which has been tested by experience and found to 
be workable. In its place it would substitute a proposal to create national 
mortgage associations financed with private funds, a proposal which has not 
been successfully tested by experience. It was because private investors did 
not assume the risk of forming such associations as authorized in the original 
title III of the National Housing Act that the FNMA was first organized. It 
may be that the tax-exemption feature is being relied upon to make possible the 
effective creation of national mortgage associations. If so, the success of the 
proposal would be based on the granting of an undue competitive advantage over 
other mortgage lenders. 

In the opinion of the Housing Agency, the enactment of the provisions of 
title VI of S. 3158 dealing with mortgage credit would create a major obstacle 
to the flow of savings into sound home mortgages in sufficient volume to meet 
our housing requirements. Furthermore, it should be noted that the provisions 
of the title contain such basic drafting defects that it would be difficult to arrange 
for an orderly liquidation of activities which the bill desires to terminate and 
for an orderly start to be made in carrying out the activities which the bill is 
intended to encourage. In the event the title were enacted as drafted, the 
powers and functions of FNMA would be contained in sections 301, 302, 303, 304, 
305, and 306 of title III of the National Housing Act as it existed prior to the 
enactment of the Housing Act of 1954, as such powers and functions are amended 
by section 309 of an entirely new title III of the National Housing Act, also 
containing separate and distinct sections designated 301, 302, 303, 304, 305, and 
306. Also, the bill would specifically authorize the national mortgage associa- 
tions to purchase mortgages insured by the FHA under titles II and VI of the 
National Housing Act. FHA’s title VI program has long since been terminated. 
Unless the reference in the bill to title VI is a drafting error, it is difficult to 
understand why express provision is made for the purchases of FHA title VI 
mortgages while mortgages insured under other FHA programs which are now 
active are excluded. Similarly, we do not know why Veterans’ Administration 
guaranteed mortgage loans are not included among the loans which an association 
would specifically be authorized to make or purchase. 


TITLE VII, MISCELLANEOUS 


_ Title VII of the bill contains a provision which requires the Housing Admin- 
istrator to make provision that up to 10 percent of all housing built pursuant 
to S. 3158 shall be made available to elderly families and to single persons 65 
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years of age or over. In view of the fact that the bill is made up of many 
amendments to legislation administered by the Public Housing Administration, 
the Federal Housing Administration, the Federal National Mortgage Association, 
the Home Loan Bank Board, and the Department of Agriculture, and that it 
relates to both publicly owned and privately owned housing, it is clear that 
this requirement is drafted in such a manner as to be impossible of administra- 
tion. The provision expresses a general intention to provide housing for the 
elderly, but has been drafted with complete disregard of how it would be geared 
to the many relevant provisions of existing law. Also, even as an expression of 
general intent, it is difficult to understand why the provision is written in 
terms of a maximum of 10 percent rather than a minimum of 10 percent. Finally, 
even if it were made as a statement of general intent with respect to publicly 
owned low-rent housing, the provision would be objectionable in principle because 
it would vest in the Housing Administrator responsibility with respect to locally 
owned housing in a field which should be left to the discretion of local public 
officials. 

Another section in the title would reestablish a housing research program. 
The Housing and Home Finance Agency is in full agreement with this objective 
but opposes the enactment of the section as written because of unduly restrictive 
provisions with respect to the proposed Housing Research Advisory Committee. 
The Agency would recommend instead the enactment of the housing research 
provision contained in section 601 of S. 3302. The enactment of said section 
601 and the availability of adequate appropriations under title IIT of the Housing 
Act of 1948, as amended, would, in our opinion, better serve the underlying 
purpose of the research provision contained in 8. 3158. 

For the reasons stated above, and because of numerous technical drafting 
defects in addition to those to which reference has been made in this report, 
und also because of the very excessive costs which would result from the enact- 
ment of 8. 3158, this Agency recommends that the bill not be enacted. It should 
be noted that we have made no attempt to analyze the detailed provisions of 
sections 602, 608, 604, and 701 of the bill which relate to matters within the 
jurisdiction either of the Federal Home Loan Bank Board or the Department of 
Agriculture. 

We have been advised by the Director of the Bureau of the Budget that the 
enactment of S. 3158 would not be in accord with the program of the President. 

Sincerely yours, 


ALBERT M. Corre, Administrator. 


FeperAt Home Loan Bank Boarp, 


Washington 25, D. C., March 26, 1956. 
Hon. J. W. Furprient, 


Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Dear Mr. CHAIRMAN: Reference is made to your request of February 10, 
1956, for a report on S. 3158, which if enacted would become the Housing Act 
of 1956. 

As vou know, the Federal Home Loan Bank Board is the agency of the 
Federal Government which is charged with the administration of the laws 
enacted by the Congress for the protection and strengthening of the savings 
and loan industry. Savings and loan associations (including the institutions, 
essentially different in name only, which are variously known as building and 
loan associations, cooperative banks, and homestead associations) are a major 
segment of private enterprise in the field of thrift and home financing. Con- 
sistently making approximately 36 percent or 37 percent of all home mortgage 
loans in the country, they are the largest single home-financing source in the 
Nation. 

In administering these laws, the Board regulates and supervises the 11 Fed- 
eral home-loan banks, which provide a reserve credit system for their member 
institutions. These member institutions are chiefly savings and loan asso- 
ciations, but savings banks and insurance companies which make long-term 
home mortgage loans are also eligible and some are members. At the close of 
1955 there were 4,336 member institutions, with assets in excess of $36 billion. 
Initially, the Federal Government subscribed to most of the capital stock of 
the Federal home-loan hanks, but the Government capital has long since been 
retired and all the capital stock is now owned by the member institutions. .. 
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Also, the Board charters, regulates, and supervises Federal savings and loan 
associations, which are local thrift and home-financing institutions operating 
on a mutual basis. At the close of 1955 there were 1,683 of these Federal asso- 
ciations, with assets exceeding $20 billion. Under the Federai statutes, Federal 
home-loan bank membership is compulsory for Federal savings and loan asso- 
ciations but is optional for State-chartered savings and lean associations. 

Finally, the Board administers the Federal Savings and Loan Insurance Cor- 
poration, which insures, up to a statutory limit of $10,000, the savings of mem- 
bers of the public in all Federal savings and loan associations and in such 
State and locally chartered savings and loan associations as apply and are ad- 
mitted to insurance. Insured institutions numbered 3,544 at the close of 1955 
and had at that time assets of more than $34 billion. 

As the administrative agency of the Government in the savings and loan field, 
the Board is concerned not only with those portions of the present bill (sec. 
602, 603, and 604) which would amend the legislation administered by the Board 
but also with other provisions of the bill which would have a material though 
not so direct effect on the savings and loan industry by providing direct Govern- 
ment competition (or Government-supported competition) either for the savings 
and loan associations themselves or for the private home-building industry which 
obtains home-mortgage funds from these associations. These provisions will be 
discussed in the order in which they appear in the bill. 

Title I of the bill would authorize the Public Housing Administration to 
enter into new contracts for loans and annual contributions for not more than 
200,000 additional dwelling units during each of the fiscal years 1957 through 
1959, any unused balances to be available in any succeeeding years. It would 
also repeal the provision of the United States Housing Act of 1937, as amended, 
which now prohibits contracts for loans (except preliminary loans) or annual 
contributions for low-rent housing ‘projects unless the Public Housing agency 
demonstrates to the satisfaction of said Administration that a gap of at least 
20 percent has been left between the upper rental limits for admission to the 
project and the lowest rents which private enterprise is providing, and would 
permit overincome families to remain in public housing on terms set forth in 
the bill. 

The Federal Home Loan Bank Board sees neither need nor justification for 
such an extensive broadening and liberalization of the public housing program. 
It feels that, if this title of the bill were enacted, there would be a clear and 
substantial intrusion of public housing into the field which the private-enterprise 
home-building industry and private owners of rental housing are at present 
serving acceptably. For this reason the Board does not favor enactment of this 
portion of the bill. 

Title II of the bill would put the Government into the business of direct home- 
mortgage lending through the establishment of a Government-financed National 
Mortgage Corporation. The corporation would be authorized to make amortized 
loans of up to 40 years to nonprofit membership housing cooperatives (or to 
private corporations or trusts providing rental housing or providing housing 
for sale to such cooperatives), and to families of moderate income, defined as 
families whose incomes preclude them from purchasing or renting conventionally 
financed new housing with monthly housing expenditures of 20 percent of their 
normal stable income as defined by the Federal Housing Administration. Loans 
made to such families would be made to borrowers purchasing homes in develop- 
ments built with conventional FHA mertgage insurance and would be available 
to not more than 50 percent of the purchasers of homes in any development 
built by a builder under a single insurance commitment, 

The Board feels that such a direct lending operation would provide undesirable 
yovernment-supported competition with private lending institutions, and there- 
fore does not favor enactment of this title, The Board believes that amortization 
periods up to 40 years as proposed by this title are unsound, and that artificially 
low interest rates based on Government insurance of the proposed mortgage cor- 
poration’s obligations would represent a subsidy that might ultimately cost the 
Government, and thus the taxpayers of the country, large though presently incal- 
culable sums, particularly since under section 206 (b) of the bill the corporation’s 
lending could be as much as 100 percent. of total cost with no limitation to a 
percentage of value. 

Titles III, IV, and V of the bill do not have any direct bearing on the opera- 
tions which are under the supervision of the Federal Home Loan Bank Board or 
on the savings and loan industry, and no comment is made as to those titles. 

Sections 602 through 605 will be considered section by section. 
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Section 602 of the bill would amend section 4 of the Federal Home Loan Bank 
Act, as amended, by adding a new subsection (d) authorizing the Federal Home 
Loan Bank Board to charter additional Federal savings and loan associations in 
areas not now adequately served by mortgage lending institutions and to pur- 
chase from such associations up to 80 percent of the stock issued by them, not 
to exceed $500,000 in the case of any single institution. The section would an- 
thorize the appropriation of not to exceed $200 million for this purpose. 

As far as concerns the chartering of Federal savings and loan associations, the 
Federal Home Loan Bank Board has ample power under the existing provisions 
of section 5 of the Home Owner’s Loan Act of 1933, as amended. To enact 
another (and superfluous) provision, and to place it in the Federal Home Loan 
Bank Act instead of in section 5 of the Home Owners’ Loan Act of 1933, where 
the existing authority appears, would only create confusion. Also, no need is 
seen for an authorization to the Federal Home Loan Bank Board to make share 
purchases in Federal savings and loan associations. The former authorizations 
to the Secretary of the Treasury and the Home Owners’ Loan Corporation to make 
such purchases served a useful purpose in the depression, but at the present time 
organizers of such associations in areas where such institutions are needed are 
having no substantial difficulty in raising sufficient funds to start such associa- 
tions without Government aid. For these reasons the Board is not in favor of 
section 602 of the bill. 

Section 603 of the bill would add to section 8 of the Federal Home Loan Bank 
Act, as amended, a new sentence providing that the Federal Home Loan Bank 
Board shall survey the mortgage lending resources of each State, including non- 
farm areas thereof, and shall report periodically to the Congress on its program 
for providing mortgage lending institutions thoughout the country (presumably 
the program referred to is the program which would be conducted by the Board 
under sec. 602 of the bill). 

At the present time there is no need for the Board to conduct a program of 
providing mortgage lending institutions throughout the country. Such a pro- 
gram was authorized by Congress in section 6 of the Home Owners’ Loan Act of 
1933 and amendments thereto, and served a useful purpose at the time in the 
encouragement of local organization of Federal- and State-chartered savings 
and loans associations. Now, however, the operations of such associations and 
the advantages to local communities of their organization are generally known 
throughont the country, and an educational and promotional program of this 
nature is definitely not needed. For this reason the Board is not in favor of 
section 603 of the bill. 

By section 604 of the bill the Federal home-loan banks would be authorized to 
discount mortgage loans made by banks in areas not adequately served by 
mortgage lending institutions. The section also provides that such loans may be 
rediscounted by othef member institutions located in the general geographic 
area of the originating institution and not in excess of 100 miles from it. The 
section would authorize the appropriation of not to exceed $200 million as a 
revolving fund for this purpose, to be used under the supervision of the Federal 
Home Loan Bank Board. 

The actual purpose and effect of this section are not clear. Commercial banks 
are not eligible for membership in the Federal home-loan banks. Savings 
banks meeting the requirements of the Federal Home Loan Bank Act, as 
amended, are eligible for membership, but only a few actually hold membership, 
the vast majority of the member institutions of the Federal home-loan banks 
being savings and loan associations. It would appear that the Federal Reserve 
banks would be more appropriate as a source of funds for commercial banks and 
for savings banks (other than such savings banks as are Federal home-loan 
bank members). 

On the other hand, the provision in the section that loans so discounted by the 
Federal home-loan banks may be rediscounted by other member institutions as 
therein provided is a possible indication that the mortgage loans which may be 
discounted under the section are only those made by banks which are Federal 
home-loan bank members (this, as indicated above, would include only a few 
savings banks). In that event the section would have very little scope of 
operation, since it would apply to only a few institutions. 

Therefore, if the first interpretation is correct, the Board would not favor 
enactment of section 604 of the bill because it would take the Federal home-loan 
banks out of their appropriate sphere of operation ; and if the second interpreta- 
tion is correct, the Board would not favor such enactment because it would not 
result in any substantial accomplishment. 
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Section 605 of the bill would do two things. First, it would restore the statu- 
tory authority (repealed by Housing Act of 1954) for the establishment of 
additional national mortgage associations (in addition to the Federal National 
Mortgage Association). Second, it would place the powers and functions of 
the Federal National Mortgage Association back where they were before the 
enactment of the Housing Act of 1954, with additional authority to said Associa- 
tion to make direct mortgage loans and to contract with private lenders to 
initiate and service such loans, and would authorize the appropriation of not to 
exceed $100 million for this purpose. The loans which the Association could 
thus make would be loans with amortization up to 40 years involving housing on 
which a commitment to insure or a certificate of eligibility had been made by 
the Federal Housing Administration. In addition, the Association would be 
authorized to enter into advance commitment contracts, not exceeding $50 
million outstanding at any time (not more than $5 million outstanding at any 
time to be available for commitments in any one State), relating to mortgages 
as to which a commitment to insure or a certificate of eligibility had been issued 
by the Federal Housing Administration. 

The Federal Home Loan Bank Board sees no need for restoration of the author- 
ity to establish additional national mortgage associations. It feels that any 
needed expansion of secondary home-mortgage credit can be accomplished 
through existing facilities, including the Federal home-loan banks and the 
Federal National Mortgage Association. To the extent that additional authority 
may be needed in the future, the Board feels that it would be preferable to en- 
large the powers of the existing institutions rather than to create additional 
institutions. 

As to the question whether the Federal National Mortgage Association should 
be placed back with its former powers and functions—which in some respects are 
broader and in other respects more restricted than those which it now has—the 
Board feels that this is a matter as to which recommendations should primarily 
come from those officials vested with the administration and supervision of the 
Association, The Board feels strongly, however, that the Association should not 
be authorized to enter into direct mortgage lending. As in the case of the 
National Mortgage Corporation proposed by title II of the bill, the Board feels 
that such a direct lending operation would provide undesirable Government- 
supported competition with private lending institutions, and, as indicated in 
the discussion of title II hereinabove, the Board believes that amortization 
periods up to 40 years are unsound. 

With respect to the last title of the bill, title VII, which deals generally with 
farm housing, with the provision of housing for elderly persons, and with 
research in the general field of housing, land use, and housing credit and 
finanee, the Board has no particular comment. 

The Board has received informal advise from the Bureau of the Budget that the 
proposed legislation is not in accord with the program of the President. 

Sincerely yours, 


WaLtrer W. MCALLISTER, Chairman. 


TREASURY DEPARTMENT, 


Washington, D. C., March 20, 1956. 
Hon. J. W. FULBRIGHT, 


Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D .C. 


My Dear Mr. CuarrMAN: Reference is made to your request for the views of 
this Department on 8. 3158, to amend certain laws relating to the provision 
of housing and the elimination of slums, to establish a National Mortgage Cor- 
poration to assist in the provision of housing for families of moderate income, 
and for other purposes. 

The recommendations of the President with respect to housing and related 
matters have been incorporated in 8. 3302, which has been referred to your 
committee. Accordingly, the Department recommends favorable consideration 
of that bill in lieu of 8S. 3158. 

_ The Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to your committee and that 


enactment of the proposed legislation would not be in accord with the program 
of the President. 


Very truly yours, 


(Signed) W. Ranpotpx Burcess, 
Acting Secretary of the Treasury. 
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NATIONAL SCIENCE FOUNDATION, 
OFFICE OF THE DrrecToR, 
Washington 25, D. C., March 22, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

DeaR SENATOR FULBRIGHT: This is in reply to your request of February 10, 
1956, for a report by the National Science Foundation on S. 3158, a bill to amend 
certain laws relating to the provision of housing and the elimination of slums, 
to establish a National Mortgage Corporation to assist in the provision of hous- 
ing for families of moderate income, and for other purposes. 

We have given careful study to the bill, and while we feel that it relates to 
matters of importance to the Nation, we do not believe that the subject matter 
with which it deals is sufficiently within the functions of the Foundation so as 
to make it appropriate for us to offer comments and suggestions in regard to it. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Thank you for giving us the opportunity to express our views on the bill. 

Sincerely yours, 
ALAN T. WaTERMAN, Director. 


HovsiNe AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., March 16, 1956. 
Re 8. 3186, 84th Congress. 
Hon. J. W, FULSRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR FULBRIGHT: This is in further reply to your letter of February 16 
requesting our views on 8. 3186, a bill to provide for the establishment of a Com- 
mission on National Housing Policy. 

The bill would establish a Commission on National Housing Policy to conduct 
an inquiry with respect to the current and prospective residential housing needs 
of the country and the capacity of the economy in general and of the building 
industry and mortgage market in particular to meet these needs. The Commis- 
sion’s membership would be made up of 7 named Government officials and 8 quali- 
fied persons from private life appointed by the President. Staff and other 
necessary expenses could be paid out of appropriations authorized by the bill. 
The Commission would be required to make a final report not later than Decem- 
ber 31, 1956, and go out of existence within 90 days thereafter. 

The general field of study of the proposed Commission is one of great impor- 
tance and in which considerable interest has been shown within and without the 
Federal Government for many years. As early as 1931, the problems of housing 
and housing finance in particular were the subject of inquiry by the President’s 
Conference on Home Building and Home Ownership. Near the close of World 
War II, the Subcommittee on Housing and Urban Redevelopment of the Senate 
Special Committee on Post-War Beonomic Policy and Planning conducted studies 
into these problems, followed immediately after the war by extensive inquiry 
by the Joint Committee on Housing. Since passage of the Legislative Reorgani- 
zation Act, the problems of housing and its related community development have 
been under the continual scrutiny of the Banking and Currency Committees of 
both Houses of Congress. The entire field of housing needs, financing, and the 
Federal Government’s housing policies and programs was the subject of an inten- 
sive investigation as recently as 1953 by the President's Advisory Committee on 
Government Housing Policies and Programs pursuant to Executive Order 10486. 

Within the executive branch, leadership in administration of housing and re- 
lated community development programs is vested in the Housing and Home 
Finance Administrator, and requirements for study and evaluation of problems 
are specifically set forth in statutes relating to Agency responsibilities. The 
Housing Act of 1949 contains, as section 2 thereof, a broad and, at the same 
time, fairly detailed statement of national housing policy and the responsibili- 
ties of the Housing and Home Finance Administrator in connection therewith. 
Title III of the Housing Act of 1948, as amended by the Housing Act of 1949 
requires that the Administrator 

“Prepare and submit to the President and to the Congress estimates of national 
urban and rural nonfarm housing needs and reports with respect to the progress 
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being made toward meeting such needs, and correlate and recommend proposals 
for such executive action or legislation as may be necessary or desirable for 
the furtherance of the national housing objective and policy established by this 
act, with respect to urban and rural nonfarm housing, together with such other 
reports or information as may be required of the Administrator by the President 
or the Congress.” 

This statutory direction has been followed each year by including these mat- 
ters in the annual report of the Agency made to the President and the Congress. 
The Administrator is also authorized to undertake and conduct a program of 
technical research and studies, which may relate, among other matters, to 
“housing needs, demand and supply, finance and investment.” 

It seems to us that the functions of the proposed Commission on National 
Housing Policy which would be established by 8. 3186 would duplicate either (1) 
the inquiries which have been conducted in this field on many previous occasions 
or (2) the functions which the Housing Agency is performing, or is unable to 
perform for lack of funds. 

Admittedly, there is a very real need for more adequate and timely information 
relating to prospective trends in housing market demands and other aspects of 
housing. This is the basis of title VI of S. 3302, the “Housing Amendments of 
1956,” which would clarify congressional intent with respect to the authority and 
responsibility of the Housing and Home Finance Administrator in this regard. 
Additional legislative authorization is unnecessary. The problem is basically 
one of obtaining adequate appropriations for the work to be done. This has 
been a major problem for some time. Appropriations to the Administrator for 
the housing research program have not been available since the liquidation of 
that program was directed by the First Independent Offices Appropriation Act, 
1954. The function of research and information with respect to housing needs 
and financing has been carried on subsequent to April 30, 1954, by a small staff 
in the Office of the Administrator. These types of inquiry are, of course, indis- 
pensable to the Administrator and other officials charged with the direction of 
the Government’s housing programs in the proper discharge of their responsi- 
bilities. Information and studies conducted by the staffs of the constituent agen- 
cies as well as studies undertaken by other departments and agencies $f the 
executive branch are also available to the Administrator. 

As a means of broadening the information available in these vital areas, the 
President’s 1957 budget request included $175,000 to be appropriated to the 
Administrator for a program of inquiry to be undertaken by the Bureau of the 
Census. Likewise, an appropriation of $1,800,000 was recommended for a na- 
tional housing inventory to be undertaken by the Census Bureau. The re- 
quested appropriations were not included in the independent offices appropria- 
tion bill as reported by the House Committee on Appropriations and passed by 
the House. It may be observed that one of the bases for the budget request 
stemmed from a specific request by the House Banking and Currency Committee, 
as well as the continuing interest of your committee and others. 

Very definitely the most eflicient, economical, timely, and feasible approach 
to the entire problem is through adequate appropriations to the Housing and 
Home Finance Agency, as I have mentioned, for carrying out existing authority. 
In the very short period during which the Commission would exist, it is unlikely 
that any significant progress could be made toward uncovering the great body 
of facts and opinion upon which new valid and conclusive recommendations must 
be based. The appropriations which would be authorized for that activity 
could better, in our opinion, be devoted to such purposes as the basic investiga- 
tions which have been impossible under the limited funds available in recent 
years and the request for funds in the coming fiscal year disapproved so 
recently in the independent offices appropriation bill, 1957. As you knew, the 
funds available to the Administrator for salaries and expenses have been far 
from adequate to undertake basic investigations of housing needs and finance 
in addition to the other day-to-day functions of the Agency. 

For these reasons, we recommend against enactment of S. 3186. 

However, should the bill be favorably considered, there are several amend- 
ments which we believe would be desirable in the interests of minimizing the 
difficulties which we feel would impair the usefulness of such a study group. 

As a basic consideration, we feel that the title and the broad objective of the 
proposed Commission should be changed. The Congress, after long and _care- 
ful consideration of the problems in the fields of housing and related community 
development, set forth a national housing policy in section 2 of the Housing 
Act of 1949. ‘This policy is still the basic statement of the aims of the Govern- 
ment’s housing and community development programs and the methods through 
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which these aims are to be sought. We assume that there is no desire on the 
part of Congress to change that policy. Also, from the language of the bill, it 
appears that the Commission would primarily study new or revised programs 
necessary to better achieve the existing national housing policy. 

Serious consideration should be given to the membership of the Commission. 
In our view, either the heads of all the Agency’s principal constitutents (the 
Federal Housing Commissioner, the Public Housing Commissioner, the President 
of the Federal National Mortgage Association, the Community Facilities Com- 
missioner and the Urban Renewal Commissioner) should be members of the 
Commission together with the Administrator, or none of the Commissioners 
should be named to the Commission. We prefer the latter course, believing 
that the presence of the Administrator on the Commission adequately repre- 
sents the view of the enire Housing Agency. We further believe it would be 
desirable to indicate the official who would be the Chairman of the Commission in 
section 2 (c) of the bill, and perhaps to require that the Vice Chairman be one 
of the persons appointed by the President from private life. 

We believe also that the bill establishing such a Commission should not, in 
any event, require that the Commission conduct an inquiry with respect to the 
current and prospective residential housing needs of the country, and make 
recommendations based thereon. Inquiry into housing needs is already the 
specific duty of the Housing and Home Finance Administrator. It would seem 
more appropriate that the Commission be advised by the Administrator of the 
housing needs of the country, whereupon the Commission could make such stud- 
ies and recommendations as it saw fit. 

If the proposed Commission is to perform a valuable service in the analysis 
and evaluation of the fields of housing, community development, and related 
financial problems, it would be desirable to extend the life-span of the Commis- 
sion beyond the date specified in the bill. This consideration is reinforced by the 
known pressure of other duties upon the named Government officials and the 
equally grave pressure of duties and responsibilities upon well-qualified persons 
drawn from private life. In all probability, the members of the Commission 
could do little more than attend one or two organizational meetings to select 
key staff members and define the general scope of the Commission's studies, and 
one or two final meetings to approve such recommendations as could result from 
un harried survey of the field by the staff in time for submission by the end of the 
yeai. If appropriations for staff and other expenses were to be made available 
as early as July 1, a full year of study (to June 30, 1957) would not seem to be 
too long in view of the importance and complexity of the proposed study. 

We have been authorized to advise that the Bureau of the Budget recom- 
mends against the enactment of 8. 3186. 

Sincerely yours, 


ALBERT M. Coir, Administrator. 


Freperat Home Loan BANK BOoArp, 
Washington 25, D. C., March 26, 1956. 
Hon. J. W. FutsricHt, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Dear Mr. CHatrMAN: Reference is made to your request of February 16, 1956, 
for a report on S. 3186, a bill to provide for the establishment of a Commission 
on National Housing Policy. 

The Commission would be composed of 7 officials of the Federal Government 
in the fields of housing and finance (including the Chairman of the Federal 
Home Loan Bank Board), and 8 persons appointed by the President from private 
life selected on the basis of their qualifications and experience in the field of 
housing and mortgage finance. It would be directed to conduct a broad inquiry 
into the current and prospective residential housing needs of the country and 
the capacity of the economy in general, and the building industry and mortgage 
market in particular, to meet these needs. The Commission would be authorized 
to submit interim reports to the Congress and the President and would be 
directed to submit its final report to them not later than December 31, 1956. It 
would cease to exist 90 days after submission of its final report. 
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If the Congress determines that such a study should be made, the Federal 
home-loan bank will be glad to cooperate therein. 
The Board has received informal advice from the Bureau of the Budget that 
the Bureau recommends against enactment of the proposed legislation. 
Sincerely yours, 
WALTER W. MCALLISTER, Chairman. 


TREASURY DEPARTMENT, 
Washington, D. C., March 19, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, 
Washington, D. C. 


My Dear Mr. CHAIRMAN: Reference is made to your request for the views of 
this Department on S. 3186, to provide for the establishment of a Commission on 
National Housing Policy. 

The Department recognizes the importance of a dynamic housing industry and 
increased availability of residential housing in a growing economy. While the 
Department is sympathetic to the principle of careful study of housing problems 
by a Commission on National Housing Policy, it is difficult to perceive what the 
proposed Commission could accomplish that is not already being currently done 
through the continuing efforts of both the legislative and executive branches of 
the Government. 

Appropriate legislative committees of the Congress have held extensive hearings 
on housing problems and the matter is continuously reviewed by the agencies 
concerned in the executive branch, In the latter connection, the President in 
1953 appointed an Advisory Committee on Government Housing Policies and 
Programs, composed of both governmental and public representatives, which 
made a detailed study and submitted a comprehensive report. In the cir- 
cumstances, the Department is not persuaded that these extensive efforts are not 
achieving satisfactory results. 

Should the proposed legislation receive favorable consideration, however, the 
Department considers inappropriate the proposed congressional declaration of 
policy contained in section 1 of the bill that the periodic discounting of Govern- 
ment-supported mortgages demonstrates the lack of an orderly mortgage market 
and tends to negate public policy. The discounting of mortgages is a reflection 
of varying interest rates under the flexible monetary and credit policies of the 
administration. Also, the discounts evidence a greater interest return which 
tends to make mortgage investments more attractive, Thus, the Department is 
of the opinion that such discounting is not contrary to public policy. 

The Department has been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report and that it would be opposed to 
the enactment of the proposed legislation. 

Very truly yours, 
(Signed) W. Ranportpx Burcess, 
Acting Secretary of the Treasury. 


VETERANS’ ADMINISTRATION, 
Washington, D. C., March 28, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, 
Washington, D. C. 


Dear Senator Futsricut: Further reference is made to your request for a 
report by the Veterans’ Administration on S. 3186, 84th Congress, a bill to pro- 
vide for the establishment of a Commission on National Housing Policy. 

The purpose of this measure is to establish a Commission to be known as the 
Commission on National Housing Policy which would study methods to en- 
courage a flow of investment capital through an orderly and adequate market, 
sufficient to meet the housing needs of the Nation. The Commission would be 
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composed of 15 members, of whom 7 would be appointed ex Officio as head of an 
executive agency (the Administrator of Veterans’ Affairs is included) and & 
members would be selected by the President from persons in private life on 
the basis of their qualifications and experience in the field of housing or mort- 
gage finance. 

Among the duties of the Commission would be specifically the formulation of 
recommendations with respect to (1) the short-term and long-term housing needs 
of the Nation (2) the discounting of Government-supported mortgages, (3) the 
long-term prospects for developing new sources of investment funds to meet the 
housing needs of the Nation, and (4) the extent to which the resources of the 
Federal National Mortgage Association can be utilized to stablize the mortgage 
market. A final report of the Commission is to be made to the Congress and the 
President not later than December 31, 1956, and the Commission shall expire 9 
days after the submission of its final report. 

Other provisions of the measure relate to the selection of the Chairman and 
Vice Chairman, the compensation and status of Commission personnel, and the 
methods by which the Commission may obtain information. In this latter con- 
nection, it is noted that all departments and agencies of the Government are 
authorized and directed to cooperate with the Commission an to furnish such 
information and assistance as may be required by the Commission in the per- 
formance of its functions and responsibilities, 

In considering the objective of this bill it may be stated that insofar as the 
Veterans’ Administration is concerned the periodic occurrence of substantial 
discounts for certain types of Government-supported mortgages in various lo- 
calities tends to impede the effective operation of the loan guaranty and direct- 
loan programs under title III of the Servicemen’s Readjustment Act of 1944, as 
amended, which is administered by this agency. Accordingly, it is believed that 
an intensified overall study of the matters involved in the financing of residential 
housing and related matters might be an aid in alleviating the mortgage financ- 
ing problem and to that extent could prove beneficial in the operation of programs 
administered by this agency. Whether this could best be accomplished through 
a special commission, as proposed, involves an appraisal of the adequacy of 
existing facilities which may be utilized and possibly reinforced for that purpose. 
The Veterans’ Administration has no specific recommendation as to the best ap- 
proach to the matter. 

Advice has been received from the Bureau of the Budget that, while there is 
no objection te the presentation of this report to the committee, the Bureau 
recommends against favorable consideration of this legislation for the reasons 
stated in the reports of the Housing and Home Finance Agency and the Treasury 
Department. 

Sincerely yours, 
H. V. Hierey, Administrator. 


30ARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington, March 16, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

DeAR SENATOR FuLsricHt: This letter is in reply to yours of February 16 
requesting a report by the Board of Governors of the Federal Reserve System on 
S. 3186, a bill to provide for the establishment of a Commission on National 
Housing Policy, which has been referred to your committee for consideration. 

The Board sees no objection to the establishment of such a commission pro- 
vided the mandate in the bill does not predetermine the commission’s findings. 
With an objective mandate the commission’s study and report should be helpful 
in formulating sound housing policies. The proposed declaration of policy and 
purpose would contain a finding that the periodic discounting of Government- 
supported mortgages demonstrates the lack of an orderly mortgage market and 
tends to negate public policy. The yalidity of this finding is certainly open to 
question. The fact that FHA and VA mortgages, which presumably are re- 
ferred to, have fluetuated in price, along with other fixed interest securities, in 
the Board’s judgment, does not in itself demonstrate the lack of an orderly mort- 
gage market or the negation of public policy. Such fluctuation, on the contrary, 
is evidence of the normal operation of the capital market in allocating a limited 
supply of available savings among a variety of competing uses. The whole 
question of the nature and necessity of discounts should be one subject of the 
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~ommission’s study. The Board has serious question that a commission report- 
ing under the bill as now drafted would be free to work on an objective report. 

it is the Board’s view that the declaration of policy and purpose might more 
appropriately refer to the need for policies which would encourage the develop- 
ment of the housing industry and real estate values along lines consistent with 
stable growth for the economy as a whole. Such policies require that the 
industry not be overestimated to rates of production which are unsustainable 
and which create inflation in building costs and real estate prices and lead 
eventually to market saturation and subsequent stagnation and collapse. It is 
also important, in the Board’s opinion, that any Federal program leave enough 
risk on private builders and lenders to assure prudence with respect to the 
volume and quality of building and volume of lending activity which they 
undertake. 

Along the same lines, the Board believes that section 4 of the proposed bill, 
which describes the duties of the Commission, might well be modified to empha- 
size the need for the Commission to study all aspects of the problem. Thus it 
would seem desirable to include appropriate mention of price and cost fluctu- 
ations, and to select neutral wording for the list of subjects on which recom- 
mendations are to be formulated. For example, we believe it would be appro- 
priate to substitute the word “should” for the word “can” in line 22 on page 5, 
and to revise lines 15 and 16 on the same page to recognize the relationship be- 
tween administratively determined maximum interest rates and market dis- 
count rates. 

The Board appreciates the opportunity to comment on the proposed legislation. 

Sincerely yours, 
Wma. McC. Martin, Jr. 


HovusiINe AND HoMB FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. 0., Mareh 16, 1956. 
Re 8. 3190, 84th Congress. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, 
Washington 25, D. C. 


Dear SENATOR FutwrigHt: This is in further reply to your letter of February 
16 requesting a report on S. 3190, a bill to authorize the Fede-al National Mort- 
gage Association to enter into advance commitment contracts to purchase, and 
to purchase at par, certain mortgages covering low-cost residential housing. 

The bill would provide the Federal National Mortgage Association with a 
new independent authorization to enter into advance commitment contracts to 
purchase mortgages on low-cost housing. The price paid for such mortgages 
would be 100 percent of the unpaid principal amount at the time of purchase 
(with adjustments for interest and any comparable items). The mortgages 
could not exceed $7,600 in original principal amount at the time the advance 
commitment to purchase is made and the FHA or VA must have issued com- 
mitments to insure or guarantee the individual mortgages. The advance com- 
itment contracts could not exceed $50 million outstanding at any one time, and 
out of this authorization not more than $5 million would be available for com- 
mitments in any one State at any one time. The bill would place this new au- 
thorization in the section of the act concerned with the FNMA special assistance 
functions which (unlike the FNMA secondary market operations) are con- 
ducted solely for the account of the Government and are financed entirely by 
Government funds borrowed from the Treasury. A principal purpose of these 
functions is to provide financial assistance for selected types or classes of 
housing for segments of the national population which are unable to obtain 
adequate housing under established home financing programs. 

The Housing and Home Finance Agency recommends against the enactment of 
S. 3190. 

The bill weuld, in effect, require the association to carry out a support program 
for mortgages which would not be unlike certain activities conducted by FNMA 
between July 1951 and August 1954, prior to the approval of the FNMA Charter 
Act. It was such activities, applicable to eligible mortgages in general, which 
led to the tremendous expenditure of Federal funds and the freezing of FNMA’s ° 
portfolio. Severe criticism of these FNMA operations followed, and restrictive 
legislation was enacted by the Congress. Although the category covered in the 
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bill would apply to but part of the mortgages eligible for purchase by FNMA. 
it would be difficult to distinguish this category from other categories of housing 
for which there is urgent need. 

The FNMA purchase of mortgages at par, when the market is considerably 
less than par, as an effect on Federal expenditures and private investments 
which is comparable to that of a direct loan program. Unless the mortgages are 
sold by FNMA at substantial loss, the Federal investment in them must continue 
to be outstanding. As the FNMA purchase price in such cases is more favorable 
than the market price, private capital is naturally excluded from the market 
by Government competition. With respect to mortgages which meet the dollar 
ceiling prescribed in the bill, the Government would be providing financing which 
private enterprise might otherwise be willing to furnish. We believe that this 
is unwise, and that any necessary FNMA special assistance should be used to 
supplement, rather than supplant, private investment in housing. The 1954 act 
authorized the FNMA special assistance functions to operate in this manner. 
Although these functions include the use of the advance commitment authority 
for special classes and types of home mortgages, the 1954 act avoided any indi- 
cation that these operations are to constitute support programs involving pur- 
chases at par such as contemplated by the bill. The act does not, in our judg- 
ment, contemplate such support programs. It requires FNMA to keep the costs 
of its special assistance functions within its income derived from such functions, 
which is inconsistent with loss operations resulting from par purchases such as 
contemplated by the bill. 

In the provision of special assistance to the various types of housing for which 
such assistance has been made available, FNMA has found that some of the 
financial organizations interested in the development of the voluntary home mort- 
gage credit program have indicated a willingness to participate in the financing 
requirements of the housing. With a Government agency paying a par price 
for mortgages financing low-cost housing as contemplated by the bill, the private 
enterprise organizations could not reasonably be expected to participate under 
present market « nditions. Under its present operations, whenever FNMA issues 
a commitment under its special assistance functions it informs the recipient of 
the contract of the existence of the voluntary home mortgage credit program and 
of the fact that the latter will accept applications from financing institutions as a 
means of obviating the necessity for FNMA’s expending public funds to purchase 
mortgages. If the association is to render special assistance to low-cost housing, 
its authorization should not be in such terms as to eliminate the continuing par- 
ticipation of the voluntary home mortgage credit program in the financing of 
such housing. 

The FNMA special assistance functions presently furnish substantial home 
financing aid with respect to the classes of mortgages made eligible therefor by 
the President or by statute, which includes cooperative housing and low-cost 
housing for families displaced by urban renewal and other governmental action. 
Advance commitments for the purchase of these mortgages are authorized. Also 
a uniform national purchase price of 98 has been established for these mortgages, 
which is substantially above the market price in many areas. The regular sec- 
ondary market operations of FNMA under its new charter have served, particu- 
larly during the last few months, to alleviate the tightness of the general second- 
ary mortgage market. There is ample reason to believe that the operations will 
be used to an increasing extent as the nature of the service provided by FNMA 
becomes better known. 

As a technical matter, it should be noted that the bill does not provide an 
overall dollar limitation on the amount the association could spend in purchasing 
the low-cost housing under the proposed new authorization. The limitations 
provided in the bill deal with the amounts of advance commitment contracts 
that may be “outstanding at any one time.” They do not cover both outstanding 
amounts disbursed and outstanding commitments. Since the amount of the 
mortgages to be financed is limited to $7,600 and the housing contemplated could 
be constructed very quickly, the commitments to purchase the mortgages would 
have a short duration. It is possible, therefore, that the entire $50 million au- 
thorization would revolve in less than a year’s time. Under the bill, FNMA’s 
expenditures for these mortgages would be controlled only by the rate at which 
the construction would be completed, which would be far less control than that 
provided for its expenditures for other types of mortgages. 
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As hearings are to be held by your committee next week on this and other 
bills, I am sending this report prior to clearance with the Bureau of the Budget. 
We will advise you further when the views of the Bureau have been received. 

Sincerely yours, 


Apert M. Cote, Administrator. 
{Handwritten note] : Cleared by Bureau of Budget. 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., March 20, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Dear SENATOR FULBRIGHT: Further reference is made to your request for a 
report by the Veterans’ Administration on 8. 3190, 84th Congress, a bill to author- 
ize the Federal National Mortgage Association to enter inte advance commitment 
contracts to purchase, and to purchase at par, certain mortgages covering low-cost 
residential housing. 

The purpose of this measure apparently is to encourage a more adequate source 
of financing for low-cost homes. ‘To this end, section 305 of the National Housing 
Act would be amended to provide the Federal National Mortgage Association with 
authority under its special assistance functions to enter into advance commitment 
contracts to purchase at par home mortgages on which a commitment to insure or 
guarantee has been issued by the Federal Housing Administration, or the Veter- 
ans’ Administration provided that the principal obligation of such mortgage does 
not exceed $7,600. The total amount of such advance commitment contracts could 
not exceed $50 million outstanding at any one time and no more than $50 million 
outstanding could be made available for commitments in any one State. 

It is believed that the experience of the Veterans’ Administration in connection 
with the operation of the loan credit assistance programs provided for veterans 
by title I1I of the Servicemen’s Readjustment Act of 1944, as amended, may be 
helpful to the committee in determining the effectiveness of the proposed legisla- 
tion in facilitating the financing of low cost housing. Statistics indicate that 
relatively few loans are currently being guaranteed by the Veterans’ Administra- 
tion at or below $7,600, the mortgage limit specified in the proposed legislation. 
During the months of November and December 1955, for example, out of 119,996 
home purchase loans guaranteed, only 8,927 loans, or about 714 percent of the 
total, involved a purchase price under $8,000, and the average downpayment on 
loans in this price bracket was approximately 7 percent, There is, of course, a 
substantial disparity between the price distributions for existing homes and for 
newly completed homes. Out of the total of 44,202 loans on existing homes made 
during this period, 7,695, or 17 percent of the total, involved purchase prices less 
than 8,000, with downpayments for this price bracket averaging about 8 percent. 
For newly built homes, on the other hand, a total of 75,794 loans were guaranteed, 
with only 1,232 loans—less than 2 percent of the total—involving prices of less 
than $8,000. The average downpayment for the latter group was slightly over 
1 percent, 

The price distribution for direct loans made by the Veterans’ Administration 
which are, of course, concentrated in small towns and semirural areas, is 
markedly different than that for VA-guaranteed loans and this fact suggests that 
the proposed mortgage limitation would be relatively more effective for the rural 
and semirural areas which are presently eligible for direct loans. For the total 
of 2,080 direct loans closed and fully disbursed by the Veterans’ Administration 
during November and December 1955, the average purchase price was $7,971, and 
the average loan amount was $7,531 with downpayments averaging 5.5 percent of 
the purchase price. While it is not contemplated that such direct loans would be 
purchased by the Federal National Mortgage Association these foregoing statistics 
as to the Veterans’ Administration’s experience with direct loans may assist the 
committee in evaluating the potetntial impact of the proposed legislation on the 
more rural sections of the Nation. 

Since the administration of the Federal National Mortgage Association pro- 
gram comes within the jurisdiction of the Housing and Home Finance Agency, it 
is assumed that your committee will desire to obtain the views of that Agency 
with respect to this measure. 
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Advice has been received from the Bureau of the Budget that, while there is no 
objection to the presentation of this report to the committee, the Bureau recom- 
mends against favorable consideration of this legislation for the reasons stated 
in he report of the Housing and Home Finance Agency. 

Sincerely yours, 
H. V. HieLtey, Administrator. 


Boarp OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
Washington, March 16, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, 
Washington, D. C. 


Dear SENATOR FuLBRiGHT: This letter is in reply to yours of February 29, 
1956, requesting a report by the Board of Governors of the Federal Reserve 
System on 8S. 3296, a bill to amend the Federal National Mortgage Association 
Charter Act to encourage private transactions in Federal Housing Administra- 
tion insured and Veterans’ Administration guaranteed mortgages at stabilized 
prices which approach or equal par value of such mortgages, and for other 
purposes. 

The first section of the bill would amend the present requirement that 
persons selling mortgages tio FNMA must purchase capital stock of FNMA 
equal to at least 3 percent of the unpaid principal amount of the mortgages 
sold. It would reduce the amount of such stock to be purchased to not more 
than 3 percent, or such lesser amount as would result in the seller of the 
mortgages receiving at least 95 percent of the unpaid principal of the mort- 
gages, after deducting all service charges and fees and exclusive of the cer- 
tificates for the stock. 

The second section of the bill would strike out the requirement in present 
law that prices paid by FNMA for mortgages must be the market price for 
such mortgages, and the requirement that operations “should be fully self- 
supporting.” It would also add a provision that FNMA operations should, 
within certain limits, “be so conducted as to promote stability in the mort- 
gage market and so as to reduce price discriminations between different geo- 
graphical areas.” 

Section 3 of the bill would direct the FHA and VA to collect information 
for analyzing on a continuing basis the behavior of the secondary mortgage 
market for FHA and VA mortgages. 

The Board of Governors believes that the enactment of this bill would 
not be conducive to Iong-term growth and stability either in the housing 
field or in the economy generally. In its judgment, a correct diagnosis of the 
problems experienced by the home building and mortgage industry in 1955 
does not call for legislation along these lines, and, if enacted, such legisla- 
tion would aggravate rather than ameliorate those problems. 

The bill would seek to reduce the type of congestion that developed in 
the mortgage market during 1955 (when discounts developed on FHA and 
VA mortgages) by raising the prices at which FNMA would buy such mort- 
gages, or reducing the amount of stock in FNMA which seilers are now re- 
quired to purchase when they sell FHA insured or VA guaranteed mortgages 
to the FNMA. Consequently, it would seek to prevent the development of 
discounts on these mortgages from balancing the demand for mortgage loans 
of this type with the supply of savings available for investment in these mort- 
gages. Since FNMA operates mainly with funds borrowed in the short-term 
money market, the effect would be a further diversion of short-term funds to 
long-term uses, and, in circumstances such as prevailed in 1955, an aggrava- 
tion of the rise in shelter costs which the American people must bear. It ig- 
nores the salient problem that developed during 1955, namely, that the amount 
of mortgage money committed for new construction in 1955 overbalanced the 
supply of savings available, other competing demands for those savings, and 
the supply of labor and materials available for the home building industry. 
The ready availability of FHA insured and VA guaranteed mortgages, with 
their features protecting lenders against loss, contributed greatly to this im- 
balance. 

In the judgment of the Board of Governors, mortgage developments dur- 
ing 1955 raised two fundamental problems of public conern, (1) the rise in 
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construction costs, and (2) the possibility of a future break in real estate values 
in the event of oversupply. The volume of construction was so great in 1955 
that construction costs rose between 5 and 10 percent. Demands from all users 
of construction labor and construction materials contributed to this result, 
but the very large demand generated by residential builders, particularly those 
financed through the Government programs, was the outstanding contributor. 
Should these construction costs be maintained or increased further, the Amer- 
ican people face a corresponding rise in their outlays for shelter. If, on the 
other hand, they are not maintained but fall subsequently because of a sharp 
diminution in demand for housing, an unstabilizing economic influence will re- 
sult. This would follow should overbuilding result in saturation of the mar- 
ket leading first to a fall in real estate prices below construction costs and 
subsequently to unemployment in the construction industry. 

In the context of the existing liberal insurance and guarantee arrangements 
in the field of federally aided mortgage financing, it is the Board’s view that 
further relaxation of the laws relating to FNMA should not be undertaken. 

Sincerely yours, 
Wm. McC. Martin, Jr. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
March 22, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 
Dear Mr, CHAIRMAN: This Department wishes to express its strong interest 


in and sapport for the provisions of 8S. 3302, insofar as they relate to housing 
for older persons and college housing. 


HOUSING FOR OLDER PERSONS 


The Department of Health, Education, and Welfare is vitally concerned with 
the problems of older persons. Every major operating agency of the Department 
has programs bearing a relationship to various aspects of the field of aging, 


particularly income maintenance and health. 

Certain major aspects of the field of aging are the primary responsibility, 
within the Federal Government, of other departments or agencies. Chief among 
these are the programs to encourage employment of older persons (the responsi- 
bility of the Department of Labor), and programs designed to help assure 
adequate housing for older persons (the responsibility of the Housing and Home 
Finance Agency). Since early in 1955 the activities of all departments and 
agencies concerned with aging (including, for example, the Veterans’ Administra- 
tion, the Department of Commerce, the Department of Agriculture, and others) 
have been coordinated through the work of an ‘“Interdepartmental Working 
Group on Aging.” This Department, because of its broad responsibilities, has 
played a major role in the creation and continuing activity of this working group, 
which has been meeting regularly. 

Notable among the programs developed by other departments during the past 
year of activity have been the proposals evolved to encourage improved housing 
for older persons which are now embodied in §. 3302. This Department has 
followed the development of these proposals closely, and endorses these provisions 
of S. 3302 as a significant advance toward meeting the housing needs of the aged. 

It is our belief that emphasis should be placed on helping to create oppor- 
tunities for older persons to choose the mode of life which best suits their needs, 
circumstances, and desires in their later years. In the field of housing, we 
believe that our aim should be to help older persons find housing and living 
arrangements suitable to their particular needs and preferences. We believe 
that the enactment of S. 3302 would help achieve this by facilitating home 
purchases by older persons and encouraging construction of rental accommoda- 
tions for them through liberalization of the HHFA’s mortgage insurance pro- 
grams for that purpose; by permitting the granting of priorities for persons 65 
years or older and their families in admission to low-rent public housing units 
suitable or designed for such persons; and by making single individuals 65 years 
or older eligible as tenants in such low-rent housing units. 

We also believe that one of the most significant aspects of this bill is the 
provision which makes more favorable arrangements for the sponsorship, by 
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religious, fraternal, retired teachers’, labor, and other responsible nonprofit 
organizations of multifamily housing projects designed and held entirely for 
elderly persons. 

The improved provisions for urban renewal and home improvements will also 
be of benefit to older families. 


COLLEGE HOUSING 


We believe that the proposed increase in the college housing revolving fund 
authorization, from $500 million to $600 million, in accordance with the Presi- 
dent’s budget for the fiscal year 1957, would be desirable. 

With respect to the question of appropriate interest rates, we would defer to 
the judgment of the Treasury Department and Housing and Home Finance 
Agency. 

We recommend that the foregoing provisions of 8. 3302 be enacted by the 
Congress. 

We are advised by the Bureau of the Budget that enactment of this bill would 
be in accord with the program of the President, and that the Bureau perceives 
no objection to the presentation of this report to your committee. 

Sincerely yours, 
RosweE tz B. PERKINs, 
Assistant Secretary. 


Hovusine AND Home FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., March 16, 1956. 
Re 8S. 3309, 84th Congress. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Dear SENATOR FutsricHt: This is in further reply to your letter of March 1 
requesting our views on §. 3309, a bill to extend and enlarge the authority to 
provide housing for servicemen through the use of mortgage financing, and for 
other purposes. 

The Housing and Home Finance Agency has no objection to the enactment of 
8. 3309. 

The bill would make the following changes in title IV of the housing amend- 
ments of 1955, which was designed to assist housing construction for the military 
and civilian personnel of the Department of Defense and the United States Coast 
Guard: 

(1) increase the mortgage insurance authority of the Federal Housing 
Administration under title VIII of the National Housing Act to permit insur- 
ance of mortgages financing construction of an additional 100,000 units of 
housing; 

(2) remove the present termination date (September 30, 1956) of the 
title VIII mortgage insurance authority and place it on a permanent basis; 

(3) increase the maximum amount of a mortgage which can be insured 
under title VIII from $13,500 to $16,500, subject to an additional limitation 
requiring that the mortgages with respect to all projects for any one of the 
armed services shall not exceed an average of $15,000 per family unit; 

(4) limit the net floor area for each unit of housing provided under the 
program in accordance with the rank of the members of armed services 
expected to occupy the housing; 

(5) authorize the Department of Defense to purchase housing provided 
with mortgages insured by FHA under title VIII of the National Housing 
Act prior to the housing amendments of 1955 (Wherry housing) at the 
cost of housing (instead of fair-market value) as defined under the cost 
certification provisions of the National Housing Act, less depreciation at 
2 percent per annum, unexpended reserves for replacement, and outstanding 
indebtedness on the mortgage; 

(6) remove the requirement that contracts for building the housing shall 
be subject to renegotiation; and 

(7) extend the title VIII authority to the Canal Zone and Midway Island. 
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We understand that you have requested the views of the Department of Defense 
on 8S. 3309. That Department is, of course, in a better position than this Agency 
to advise you on the need for the specific changes in existing law referred to 
above. 

The Bureau of the Budget has advised that it has no objection to this submis- 
sion of this report. 

Sincerely yours, 
ALBERT M. COLE, 
Administrator. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., March 8, 1956 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, 


Dear Mr. CHAIRMAN: This is in response to your request for the views of the 
Department of Defense with respect to S. 3309, to extend and enlarge the au- 
thority to provide housing for servicemen through the use of mortgage financing, 
and for other purposes. 

The Department of Defense believes that S. 3309 will accomplish the exten- 
sion and amendment of the military housing provisions of the National Housing 
Act necessary to enable efficient and expeditious implementation of this very 
important program. Accordingly, this Department strongly recommends enact- 
ment of 8. 3309. 

The Bureau of the Budget has advised that it has no objection to the sub- 
mission of this report to the Congress. 

Sincerely yours, 


Rosert Trrep Ross. 


THE RENEGOTIATION Boarp, 
Washington, D. C., March 19, 1956. 
Mr. JACK CARTER, 
Staff Director, Senate Subcommittee on Housing, 
Washington, D. C. 

Dear Mr, Carrer: In connection with the proposed amendments to the National 
Housing Act contained in 8. 3309, you asked me to advise you of the effect of 
renegotiation on contracts entered into under title VIII of the National Housing 
Act as amended August 11, 1955. 

Since the procedures for implementing title VIII of the National Housing 
Act, as amended, were not promulgated until December 1955, it is apparent 
that no significant construction under that program will as yet have taken place. 
And since contractors do not file reports for renegotiation until the close of their 
respective fiscal years, even such construction will not generally yet have been 
reported. Further than that, many construction contractors file their reports 
for renegotiation on a completed contract basis. Thus, reports on military hous- 
ing construction of such contractors will not be available until after the close 
of the fiscal year during which the construction contract is completed. You will 
see, therefore, that it may be from 1 to 3 years before significant information 
about the effect of renegotiation on such contracts is available. The Board is 
therefore unable to furnish any comments which could be of assistance to the 
subcommittee in determining whether to aecept the proposal that contracts en- 
tered into under title VIII should be freed from renegotiation. 

It should be noted that section 10 of the bill, as drafted, would not have the 
intended effect of relieving the housing contracts in question from renegotiation. 
Section 106 (a) (9) of the Renegotiation Act of 1951, as amended, exempts com- 
petitive bid construction contracts in general, but excludes from the exemption 
title VIII housing contracts. To relieve the title VIII contracts from renegotia- 
tion would require merely that the words “other than a contract for the con- 
struction of housing financed with a mortgage or mortgages insured under the 
provisions of title VIII .of the National Housing Act, as now or hereafter 
amended,” be deleted from section 106 (a) (9) of the act. To delete section 
106 (a) (9) in its entirety would have the effect of again making competitive 
bid construction contracts, in general, subject to renegotiation. 

Very truly yours, 
JOHN KIvLan, General Counsel. 
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DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., April 3, 1956. 
Hon. J. W. FULBRIGHT, 

Chairman, Committee on Banking and Currency, 
United States Senate. 


DEAR SENATOR FULBRIGHT: This is in reply to your request of March 5 for a 
report on S. 3346, a bill to continue the authority to make funds available for 
loans and grants under title V of the Housing Act of 1949, as amended. Authority 
to make these loans and grants under this title expires June 30, 1956. No funds 
have been appropriated for these purposes for the past 2 fiscal years. 

S. 3346 would extend the authorities of sections 502, 503, and 504 of title V of 
the Housing Act of 1949 until June 30, 1961. During the 5-year period, beginning 
July 1, 1956, the Secretary would be authorized to issue notes and other obliga- 
tions, not to exceed $450 million, for purchase by the Secretary of the Treasury 
for the purpose of making loans under sections 502 and 503. The aggregate 
commitments to make contributions under section 503 could not exceed $10 
million, and not more than $50 million could be made available by direct appro- 
priations during this 5-year period for loans and grants pursuant to section 504. 

This Department does not recommend favorable action on 8S. 3346. 

The Department considers it administratively desirable to make farm-housing 
loans under the Bankhead-Jones Farm Tenant Act and, therefore, prefers the 
enactment of 8. 3429. Direct and insured loans for farm-housing purposes 
would be authorized by S. 3429 on the same terms on which loans are authorized 
under title I of the Bankhead-Jones Farm Tenant Act. Loans would be authorized 
to owners of family-sized farms and to owners of units that are less than 
family sized for purposes of construction, improvement, alteration, repair, or 
replacement of farm dwellings and farm service buildings. Since insured loans 
could be made under the Bankhead-Jones Farm Tenant Act, as thus modified, 
we would expect that most of the loan funds needed for farm-housing purposes 
could be obtained from private sources on an insured basis instead of through 
annual appropriations and borrowings as proposed by S. 3346. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
True D. Morse, 
Acting Secretary. 


TREASURY DEPARTMENT, 
Washington, D. C., April 3, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


My Dear Mr, CHARMAN: Reference is made to your request for the views 
of this Department on 8S. 3346, to continue the authority to make funds available 
for loans and grants under title V of the Housing Act of 1949, as amended. 

The proposed legislation would extend for 5 years, from June 30, 1956, to 
June 30, 1961, the authority to make farm-housing loans under title V of the 
Housing Act of 1949, as amended, and would authorize the Secretary of Agri- 
culture to borrow not to exceed $450 million from the Treasury for that purpose. 

The budget message of the President stated that legislation would be proposed 
to broaden the authority under the Bankhead-Jones Farm Tenant Act to permit 
the Farmers’ Home Administration to make certain loans for farm housing 
previously possible only under title V of the Housing Act of 1949, as amended. 
The message further stated that, with this change, further extension of the 
authority for farm-housing loans under title V beyond its present termination 
date of June 30, 1956, would not be necessary. 

The legislation referred to in the budget message has been introduced as 8. 3429. 
In the circumstances, the Department would be opposed to the enactment of 
8. 3346. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
W. RanporpH BcreFss, 
Acting Secretary of the Treasury. 
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DEPARTMENT OF DEFENSE, 


Washington, D. C., March 21, 1956. 
Hon. J. W. FULBRIGHT, 


Chairman, Committee on Banking and Currency, 
United States Senate. 

DearR Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of Defense with respect to H. R. 7540, 84th Congress, as referred to 
the Senate on February 2, 1956, an act to provide for the sale of a Government- 
owned housing project to the city of Hooks, Tex. The Secretary of Defense 
has delegated to the Department of the Army the responsibility of expressing 
the views of the Department of Defense thereon. 

The Department of the Army, on behalf of the Department of Defense, has 
considered this measure, the purpose of which is indicated in its title. 

The property identified in the bill as the “North Village project, Texas 41142” 
comprises 80.74 acres of Government-owned land near the city of Hooks, Bowie 
County, Tex., on which 248 housing units were constructed by the Public Housing 
Administration. On December 3, 1948, the property was transferred to the De- 
partment of the Army by the Administrator, Housing and Home Finance Agency, 
without reimbursement or transfer of funds, pursuant to the provisions of sec- 
tion 4 of the act of Congress approved October 14, 1940, as amended (42 U. 8S. C. 
1524). The housing project has been used for the housing of personnel at the 
Red River Arsenal, near Texarkana, Tex. It now appears that retention of 
the project for this purpose is no longer required and, if it is determined that 
there is no other Department of Defense requirement for its use, it is proposed 
that it will be reported to the General Services Administration for further Federal 
utilization or disposition as surplus property in accordance with the Federal 
Property and Administrative Services Act of 1949, as amended, subject, however, 
to prior agreement with the Committees on Armed Services of the Senate and of 
the House of Representatives concerning this action in conformity with section 
601 of the act of Congress approved September 28, 1951 (65 Stat. 365). 

Inasmuch as the responsibility for determining the surplus status of Federal 
real property under existing law has been assigned to the General Services Ad- 
ministration, it is suggested that the committee may wish to obtain the views 
of that agency concerning the merits of this bill and the effect of its enactment 
on the administration of existing laws providing for the utilization and disposi- 
tion of Federal property. 

Enactment of this measure will not involve the expenditure of any Department 
of Defense funds. 

This report has been coordinated within the Department of Defense in accord- 
ance With procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to the Congress. 

Sincerely yours, 


WILser M. BRUCKER, 
Secretary of the Army. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., February 17, 1956. 
Re H. R. 7540. 
Hon. J. W. FULsricnut, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. 0. 


Deak Mr. CHAIRMAN: Further reference is made to your letter of February 6, 
requesting the views of this agency on H. R. 7540, as passed by the House 
of Representatives, for the sale of a housing project to the city of Hooks, Tex. 

The bill directs the Administrator of General Services to sell to the city 
of Hooks, Tex., at its fair market value as determined by appraisal, the North 
Village housing project consisting of 248 dwelling units, whenever the project 
is determined by him to be surplus. 

It is understood that the property is now held by the Department of the 
Army and that the Army proposes to report the property as excess to this 
agency if not needed by the Department of Defense. 

Should this agency determine that the property is surplus, under existing 
law public advertising would be required for the disposal of the property. ' 
Authority of this agency to make negotiated disposals of surplus property 
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has lapsed, although there are now pending two bills to restore such authority 
(H. R. 7855; S. 2668). 

In view of the public purpose to be served by the disposal and the fair price 
stipulated, this agency would not object to enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Cordially yours, 
EpMUND F. Mansvre, Administrator. 

Senator Sparkman. Administrator Cole of the Housing and Home 
Finance Agency will be the opening witness and will discuss the pro- 
visions of the administration’s bill, S. 3302. For specific testimony 
with respect to programs which fall under their jurisdiction he will 
call upon the respective Commissioners for additional and supple- 
mentary statements. 

I believe it would add to the subcommittee’s understanding and 
make for a more complete record if, following the comments of the 
witnesses upon the administration’s proposal for a specific subject 
such as housing for the elderly or military housing, Government wit- 
nesses would also comment upon the provisions of such other bills 
on the same general subject as are pending before the subcommittee. 

For example, the administration’s bill deals with housing for the 
elderly and contains certain provisions with respect to both private 
and public housing. In addition to the administration’s proposal on 
these subjects, other bills, namely, S. 2762 by Senator Payne, S. 2790 
by me, and 8. 3158 by Senator Lehman, also contain provisions which 
would affect housing for the elderly. It would, I think, be to our 
advantage to complete the discussion of one subject before we go on 
to another, 

The subcommittee is pleased to welcome the witnesses and hopes 
that with their advice and assistance these hearings will be informa- 
tive and productive and will lead to enactment of needed housing 
legislation. 

I am glad that Senator Lehman, Senator Capehart, Senator Bush, 
and Senator Payne are with us. Other members will be here from 
time to time. 

Senator Payne is going to have to leave in just a few minutes, and 
he has asked for the privilege of presenting a brief statement to the 
committee with particular reference to some phases of the legislation 
in which he is especially interested. 

Senator Payne, we hope you will be with us as much as you can 
throughout the hearings. We understand your difficulty this morn- 
ing and will be very glad to have your statement at this time. 


STATEMENT OF FREDERICK G. PAYNE, A UNITED STATES SENATOR 
FROM THE STATE OF MAINE 


Senator Payne. Thank you very much, Mr. Chairman. I assure 
you that I certainly will, as a member of this subcommittee, be here 
all of the time that I can. 

Unfortunately, I do have bills that I have also introduced before 
the Interstate and Foreign Commerce Committee on which hearings 
are being held today; and tomorrow before the Government Opera- 
tions Committee. that today and tomorrow I probably will be in 
difficulty. Following that, however, I expect to be here. 
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Mr. Chairman, distinguished members of the committee, my col- 
leagues, it is a great privilege for me to be able to appear before you 
today to discuss briefly some of the housing legislation which is now 
before this committee for consideration. 

When the administration’s housing program, embodied in 8, 3302, 
was introduced by Senator Homer Capehart for himself and Senator 
John J. Sparkman, the distinguished chairman of this committee, I 
was impressed by the comprehensiveness of the administration’s pro- 
posals. The emphasis on expandirg and enlivening the existing 
housing program particularly in the areas of urban renewal, home 
improvement, college housing, and the secondary-mortgage-market 
operations is very commendable. And to one who has long been in- 
terested in the military housing program, as I have been, the provi- 
sion to put this program on a permanent basis is very pleasing. 

This morning I would aan like to discuss the problem of 
housing for the elderly. ‘The administration’s recommendations, em- 
bodied in §. 3302, have special provisions for housing for the elderly. 
Separate bills introduced by Senator Sparkman and myself are con- 
cerned solely with the problems of housing for the elderly. Provi- 
sions of the comprehensive bill introduced by Senator Lehman are 
also designed to provide additional housing for the elderly. A\|- 
though there are differences in the approach taken in these various 
proposals, they all serve to point up the need for legislation in this 
session of Congress which will attack the problem of housing for the 
elderly in a realistic and meaningful manner. 

As one of the Senators from Maine and a member of the New Eng- 
land delegation in Congress, I am particularly concerned with all 
the problems which confront our senior citizens. In New England, 
men and women over 65 years of age constitute a larger proportion 
of the population than elsewhere in the country. In Maine, New 
Hampshire, Vermont, and Massachusetts, this proportion is one-third 
greater than in the Nation as a whole. I might add that in four 
States in the Farm Belt, Iowa, Kansas, Missouri, and Nebraska, and 
also in Montana, the proportion of elderly people is also particularly 
high. 

The high proportion of elderly people in New England and some 
of the Midwestern States is significant only when considered in the 
context of an overall aging population in the United States. In 1950, 
according to the census figures for that year, there were 12,270,000 
men and women in the continental United States 65 years of age or 
over, representing 8.1 percent of the Nation’s population. Projec- 
tions for 1975 iaitineld that there will be close to 20 million elderly 
people in the United States by that year, representing 10 percent of 
the population. I don’t think that I need to point out that the largest 
part of this elderly population is not working or if working is doing 
so out of economic necessity and not because it is either healthy or 
desirable that they continue to struggle to support themselves. In 
1954, 82.9 percent of the women and 42.6 percent of the men over 65 
years of age were either unemployed or not in the labor force. The 
income status of these people is, of course, for the most part highly 
unsatisfactory. In 1949, the incomes of 70 percent of the heads of 
families aged 65 or over were reported as less than $2,000. 

I do not intend te burden this committee with statistics. I use 
them only to emphasize that the problems of the aged are becoming 
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problems of the entire national community. With a rapidly aging 
population and a low-income status for the majority of our senior 
citizens, the problems that have always confronted the elderly are 
being magnified and aggravated. The Federal Government, working 
in conjunction with the State governments and with the individual 
citizens themselves, has made remarkable strides in providing care for 
elderly people who are faced with the combination of a low income 
and persistently rising costs. And more is constantly ‘being-done. 
But one area where advance has been conspicuously lacking is in the 
area of housing. One could even describe the situation in housing 
for the elderly as retrogressive, since the rate of advance in providing 
housing for the elderly is lagging behind the rate of increase in the 
elderly population. 

There have been several worthwhile and noteworthy programs 
undertaken by State and municipal governments and private organ- 
izations. Some of these are cooperatives, some are public housing 
projects, some partially subsidized housing. Various types of facil- 
ities ranging from retirement villages to modernized old-age homes 
have been built with varying degrees of success. All of these projects 
have been extremely useful, not only in helping to alleviate the short- 
age of adequate housing for the elderly, but also in providing a source 
of information for further study of the particular needs of older 
people. These efforts are very commendable, but we cannot pretend 
that they in any way represent all that can be done. 

One of the results of these local projects has been to point up some 
of the obstacles to providing housing for older people. A study made 
in Michigan, from which excerpts were included in the excellent study 
prepared by the staff of this committee, indicates that the principal 
barriers to providing housing for older people are: 

1. There is no specially designed housing for the aged ; 

2. Federally aided public housing is not available to older in- 
dividuals; 

3. There is a lack of legislation to provide public housing or to 
facilitate private construction ; 

4. Low-interest-rate capital is not available through the usual 
lending sources ; 

5. There is no financial consultive help available to aid commu- 
nities in developing auxiliary housing programs; 

6. Interest has been primarily centered on critical and urgent needs 
of the sick and mentally deteriorated ; 

7. There is a lack of adequate data upon which to base a program; 
and 

8. Basic research on space requirements is lacking. 

I mention all these barriers listed by the Michigan survey, because 
they reflect the problems that are prevalent throughout the United 
States. They are substantial barriers and should in no way be under- 
estimated. But at the same time it is important to note that they are 
not insuperable and that progress is being made in unblocking some of 
these barriers to a comprehensive pro of housing for the elderly. 
And it should be noted that some of the answers to the problems men- 
tioned a moment ago will never be known until housing for the elderly 
has been undertaken on a much larger scale than is being done today. 

The solution to many of the other problems stemming from a lack 
of adequate data and extensive research into the field of housing for 
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the elderly is envisaged in the bill S. 693 introduced by Senator 
Charles Potter of Michigan and cosponsored by 54 other Senators, 
including myself. This bill would establish a United States Com- 
mission on the Aging and would cover such subjects as housing and 
living arrangements and recommended solutions to these problems. 
If the Potter bill is enacted, it should be possible within the next few 
vears to construct a full and accurate picture of the extent of the hous- 
ing-for-the-elderly problem and to spell out in some detail what is the 
hest long-range means of dealing with it. 

But studies of this nature do take time. It is not my intention to 
underestimate in any way the value of the work which would be done 
by the Commission proposed by Senator Potter, but at the same time, 
the Congress and the administration should not wait until all the 
questions have been answered and all the data has been collected 
before tackling the problem of housing for the elderly. We are faced 
with a deteriorating situation which threatens to reach alarming pro- 
portions within the next two decades. 

There are now before this committee several proposals designed to 
alleviate the problem of housing for the elderly. Many of these pro- 
posals would provide immediate solutions to some of the obstacles to 
providing adequate housing for the elderly which have previously been 
encountered. Some of the proposals are intended to be experimen- 
tal—to provide a solution on the basis of what we now know with the 
intent of testing these solutions for workability. 

One of the administration recommendations embodied in S. 3302 
would make it easier for elderly people to obtain Federal mortgage 
insurance, by permitting third parties such as the person’s children 
to act as cosigners. The administration recommendations would en- 
courage the construction of housing units with 25 percent or more 
of the units especially designed for elderly people by granting more 
liberal mortgage insurance for housing units of this type. The 
amount which could be spent in the construction of low-rent public 
housing units would be raised from $1,750 to $2,250 per room when 
the public housing units are specifically designed for elderly families. 
It is my hope that all of these excellent proposals will be enacted by 
this Congress. 

S. 2762, which I introduced early in this session for myself and 
Senators Ives, Bush, Purtell, and Beall, would authorize the construc- 
tion of 15,000 units of public housing each year for the next 5 years. 
The units would be designed especially for elderly persons with low 
incomes. Whenever ible, the units would contain ramps instead 
of stairways, hendniale is the bathrooms, kitchen cupboards at con- 
venient heights, to avoid bending and reaching, and various other 
features to meet the special needs of our senior citizens. . 

The bill would also permit single elderly persons over 65 to occupy 
vacancies in existing low-rent publie housing projects. The admin- 
istration bill, S. 3302, has a’ similar provision. At present, only 
families are eligible to occupy public housing units. ‘This require- 
ment coupled with the fact that no public housing units are constructed 
for single persons has meant the exclusion of a large portion of needy 
elderly people from the benefits of the Federal housing program. 

Another provision of S) 2762 which is of particular importance 
would authorize local housing agencies to remodel existing publie 
housing units for occupancy by elderly persons in areas where there 

75333—56——7 





86 HOUSING AMENDMENTS OF 1956 


is an acute shortage. This provision of S. 2762 would inject a new 
flexibility in the present housing legislation so that fuller use can be 
made of existing facilities in meeting the needs of our senior citizens. 

I do not present my bill to this committee as a cure-all to this prob- 
lem of housing for the elderly. The administration’s proposals, which 
undertake to solve different aspects of the problem, have my full sup- 
port. The bill proposed by the distinguished chairman of the com- 
mittee considers the mortgage insurance facet of housing for the 
elderly, and also contains provisions to increase the number of low- 
rent public-housing units to be designed and built for the elderly. 
The committee has a great deal to work with in the bills before it, 
and it is my hope that the committee will recommend to the Senate 
a bill which will represent the firm first step toward a realistic and 
overall solution to the problem of housing for the elderly. 

Too often we are inclined to think of housing problems exclusively 
in terms of the number of units which have been built or the number 
which will be built. In our attention to the statistical dimension of 
housing problems, we are too often inclined to lose sight of the 
human dimension. When we draw up legislation to provide hous- 
ing for the elderly, our emphasis must be directed toward a human 
solution. The problems of loneliness, of the desire for companionship, 
and of limited strength which have particular significance for older 
people should command particular attention from the committee. The 
number of units designated to be housing for the elderly will have no 
meaning if those units are not constructed with these particular prob- 
lems of elderly people kept firmly in mind. 

This committee has the opportunity, and I am certain that the 


committee will take this appease to give our senior citizens the 


decent and safe housing w 
much deserve. 

Mr. Chairman, I wish to express my sincere thanks to you, and to 
the other members and to all those present, who have listened so pa- 
tiently to my statement, enabling me to finish it so I may be able to 
get over to the other committee. I can assure you I will be back with 
you just as quickly as possible and stay through the remainder of 
these hearings. 

Senator Sparkman. Thank, you, Senator Payne. That is a very 
fine statement you have = us with particular reference to housing 
for elderly persons. I think you have brought out some facts that 
constitute a pretty good indication that we should be able to get 
some kind of fogialatten enacted this year to give relief in this particu- 
lar area. 

By the way, let me call this to the attention of the members of the 
committee and to any others who may be interested: Back last fall, 
during the adjournment of Congress, I instructed the staff of this 
committee to make a special study of this ae of housing for the 
aged, and that report was printed and available as of January 4 
of this year. If you have not seen a copy of it, I would suggest that 
you get one and have it for ready reference. And for anyone else who 
might be interested in it, it is available. 

Senator Payne. Mr. Chairman, just before I leave, may I also men- 
tion that I believe the staff has available a very comprehensive study 
that has been undertaken by the State of Massachusetts. I think it is 


ich they so much need and which they so 
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available. It is one of the most informed approaches to this problem 
that has been undertaken in the entire country. It has been eminently 
successful, and I think every member of the committee would be in- 
terester in that as well. 

Senator SparkMAN. Yes. That is in our files. 

May I call the attention of the members of the committee to the 
folder before each of you. First of all, the staff has prepared a sub- 
ject analysis or breakdown. I think you will find it convenient to 
follow in the consideration of the various bills that are before us. And 
in your folder is a copy of each bill with a little analysis attached to 
it which I think you will find helpful as we go along. 

All right, Mr. Cole. We are glad to have you with us. You pro- 
ceed in your own way. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, ACCOMPANIED 
BY OAKLEY HUNTER, GENERAL COUNSEL, HOUSING AND HOME 
FINANCE AGENCY 


Mr. Core. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I certainly appre- 
ciate the opportunity to present the views of the Housing Agency on 
housing legislation now pending before your committee. 

If agreeable to you, I will first present a statement on S. 3302, the 
Housing Amendments of 1956. Programs of each of the five con- 
stituent organizations of our Agency are dealt with in separate titles 
of the bill. I would like to have the head of each constituent present 
a detailed statement of the views of the Housing and Home Whiten 
Agency on the title of the bill relating to his operations. I will then 
be available with him to answer questions on that phase of the bill and 
other pending legislation relating to his operations. There are, how- 
ever, some general observations concerning S. 3302 which I wish to 
make at this time. 

The bill contains provisions necessary to the continuation of major 
programs of the Housing and Home ‘Pinance Agency—FHA insur- 
ance for home repair and improvement loans, FHA mortgage insur- 
ance, financial assistance for low-rent public housing, college housing 
loans, and grants to assist urban planning. Of course, these are basic 
programs for the provision and improvement of housing throughout 
the Nation, for the prevention of slums and blight, and for the im- 
provement of our urban communities, 

New special financial aids would be provided under the bill for the 
provision and rehabilitation of housing designed to serve the needs 
of elderly families and single persons. As will be explained, special 
assistance for this purpose would be given in both the low-rent public- 
housing program and in the FHA mortgage insurance programs. I 
wish to emphasize the importance of these provisions in view of the 
increasing housing needs of elderly persons throughout the country, 
particularly those in the low-income groups. Housing represents one 
important phase of the general and growing problem of assistance to 
the aged. f am informed that our population includes approximately 
13 million people who are 65 years of age or older, and that the number 
will increase rapidly in the next few years. 

As will also be explained, major provisions of the bill relating to 
several programs of the Housing Agency would greatly assist the 
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efforts of our cities to eliminate and prevent slums and blight. The 
terms of repair and improvement loans eligible for FHA title I assist- 
ance would be made substantially more liberal. This would greatly 
assist home repair and rehabilitation, which constitutes a major part 
of the urban renewal projects being planned or undertaken by cities. 
In this connection, over 50 separate associations, organizations, and 
groups are carrying out and planning coordinated programs: to pro- 
mote home rehabilitation and improvements designed to prevent slums 
and blight. 

As you know, the problem of adequately relocating displaced fami- 
lies generally constitutes one of the serious obstacles to urban renewal 
projects involving slum clearance. In recognition of this problem, 
the Congress authorized a new program of mortgage insurance, as 
part of the Housing Act of 1954, to assist in the provision of low-cost 
housing for families displaced by urban renewal or other govern- 
mental action in communities which have workable programs for 
eliminating and preventing slums and blight. 

However, as enacted, the mortgage insurance terms in that legisla- 
tion, which is section 221 of the National Housing Act, gave almost 
no mortgage insurance advantages over that available in other FHA 
programs. Consequently, there has been very little interest in con- 
struction or rehabilitation under that section. §. 3302 would substan- 
tially increase the mortgage insurance advantages under section 221 
to make it effective as an aid to urban renewal. 

Displaced low-income families naturally present the greatest relo- 
cation problems. Additional low-rent public housing is essential for 
this purpose. The bill would authorize a 2-year program totaling 
70,000 additional unit, in communities which will participate in an 
integrated attack on slums and blight. It is my firm belief that com- 
munities undertaking public housing with the assistance of Federal 
funds should develop their own plans for meeting their overall prob- 
lems of slums and blight and make their public housing projects a 
part of those plans. This would not be an onerous task. 

Senator Lenman.- Do you want to be interrupted ? 

Mr. Corz. Whatever the Senator prefers. 

Senator Leuman. I do not want to do that if it is going to cause 
you embarrassment or make it more difficult. 

Mr. Corz. I would prefer, Senator, to read this very short state- 
ment and then subject myself to questions, but it does not make any 
difference. 

Senator SPARKMAN. Suppose we hold the questioning until the time 
the Administrator covering that particular phase of the program is 
at the table with Mr. Cole. 

Mr. Coie, That would be helpful to me, I know, to have someone 
here assisting me. 

Senator Leuman. <All right. 

Mr. Coz. Ninety cities have already developed such plans, in order 
to qualify for financial assistance under our urban renewal program 
and to obtain the advantages of related mortgage insurance programs. 
I wish to make clear that the additional public housing to be author- 
ized in the bill would not be limited to the needs of displaced families 
but, along with units becoming vacant in existing low-rent projects, 
could be made available to. other low-income families in the 
community. 
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S. 3302 contains a number of provisions of major importance to 
the.various programs of our Agency, including the secondary market 
operations of the Federal National Mortgage Association and the 
college housing loan program of the Community Facilities Admin- 
istration, which will be explained by the Commissioners of those 
constituent agencies. One of these provisions, which I believe to be 
extremely important, would modify the college housing loan interest 
rate in a way which would avoid discouraging private capital from 
helping to meet the needs of our colleges. 

The last section of the bill would specifically authorize the Housing 
and Home Finance Administrator to undertake such surveys anc 
studies of statistical data as he determines to be necessary in the 
exereise of his responsibilities; including the formulation and carry- 
ing out of national housing policies and programs. In discharging 
this responsibility, the Administrator would be authorized to utilize 
the facilities of other departments and agencies. This provision would 
clarify congressional intent with respect to these functions: 

There is a growing recognition of the very real need for more ade- 
quate and timely information relating to many aspects of hous- 
ing. It is essential to the most effective administration of the Hons- 
ing Agency. It is of major importance to the Congress and the execu- 
tive branch im making decisions not only on housing legislation but 
on other matters affecting the general economy. The most urgent 
need in this regard is information which will indicate prospéctive 
trends in market demands in housing. The characteristics of the exist- 
ing housing market must be better known—the volume of sales, the 
terms of financing, the trends in prices, and the physical types of sizes 
of recently completed units. It is also nécessary to have much more 
accurate information regarding the availability of housing credit 
under various conditions in the housing market and regarding the 
effect of housing credit on volume of construction. 

Ais S. 3302 contains provisions relating to some of the more tech- 
nical aspects of our programs, I have furnished your committee 
with copies of # séction-by-section analysis of the bill which’ explains 
the reasons for each provision. 

I have beén authorized by the Director of the Bureau of the Budg- 
et to advise that the enactment of S. 3302 would be in accord with 
the program of the President. 

Now, Mr. Chairman, with your permission, Mr. Norman Mason 
will now present his statement on title I of the bill relating to the 
Federal Housing Administration. 

Senator Sparkman. Come around, Mr. Mason. We are glad to 
have you with us; sir. 


STATEMENT OF NORMAN P. MASON, COMMISSIONER, ACCOMPANIED 
BY ALLAN F. THORNTON, DIRECTOR, DIVISION OF RESEARCH 
AND STATISTICS, FEDERAL HOUSING ADMINISTRATION 


Mr. Mason. Thank you, Senator. 
Mr. Chairman and members of the committee, my name is Norman 


P. Mason, and I am the Commissioner of the Federal Housing Ad- 
ministration. : 
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I am glad to have the opportunity to discuss with you the pro- 
visions of S. 3302 relating to.the Federal Housing Administration. 
These FHA provisions are as follows: 

(1) Section 101 amends the title I program of property improve- 
ment loan insurance by removing the present termination date of 
September 30, 1956, and making the program a permanent program, 
by authorizing insurance of loans up to $3,500 in amount and 5 years 
in term, as compared with present limite of $2,500 and 3 years, and 
by increasing the maximum loan amount for multifamily properties 
from $10,000 to $15,000, but not to exceed $2,500 per unit. 

(2) Section 102 provides a method for FHA to self-insure for fire 
and other hazard risks on properties owned by the Commissioner. 

(3) Sections 103 and 104 provide special adaptions of FHA’s sec- 
tion 203 and section 207 operations for housing for elderly persons 
and families. 

(4) Section 105 provides necessary mortgage insurance authoriza- 
tion for the next fiscal year. 

(5) Section 106 makes more effective the providing of housing for 
displaced families under section 221, 

(6) Section 107 provides a minor modification of cost certification 
procedures for rental projects. 

(7) Section 108 makes permanent the title VIII program for pro- 
viding military housing. 

First, FHA home repair and improvement program. 

The title I home repair and improvement program provides FHA 
insurance for qualified lending institutions against loss on loans for 
alterations, repairs, and improvements of existing structures and the 
biulding of new nonresidential structures. 

Loan terms: Section 101 would increase the maximum amount of 
title I loans from $2,500 to $3,500 for the regular repair and improve- 
ment loans, and from $10,000 to $15,000 for loans to improve multi- 
family structures. The maximum amount of any loan for these multi- 
family structures would also be restricted to an average amount of 
$2,500 per family unit, which is the present limit for such loans under 
FHA regulations. 

These increases in maximum loan amounts provide the first up- 
dating of loan limits for one-family homes since 1939 and would per- 
mit title I financing of more extensive repairs and rehabilitation, than 
is possible under the present law. 

Section 101 also authorizes the maximum term of regular title I 
loans to be increased by the Commissioner from 3 years up to 5 years, 
if he determines that such increase is in the public interest after con- 
sidering the general effect of the increase upon borrowers, the building 
industry, and the general economy. Lengthening the term of the 
larger home-improvement loans would tend to reduce the borrower’s 
average monthly payments. 

These new title I terms would be of most benefit to families financ- 
ing substantial improvements to their homes, making title I more 
effective in the home-repair campaigns of private organizations and 
in the urban renewal programs being undertaken by cities throughout 
the country. 

Extension of title I program: FHA’s authority to insure property 
improvement loans expires September 30, 1956. The bill would re- 
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move this termination date so that title I msurance of improvement 
loans would be on the same permanent basis as home mortgage insur- 
ance under title IT. 

Twenty years of operation has established the soundness of the title 
| home-improvement program. More than 19 million loans amount- 
ing to over $9 billion have been insured with net losses of only 1 per- 
cent of loans insured. This program is a vital part of the Govern- 
ment’s overall program of assistance to housing. 

Making title I a permanent program would assist the Nation’s 
homeowners by encouraging more lenders to set up the necessary pro- 
cedures for FHA-required investigations of dealers and for depart- 
mentalized facilities for credit imvestigations and loan collections. 
Making this program permanent would also avoid the confusion and 
expense to both FHA and participating institutions which have been 
occasioned in the past each time that title I neared its expiration date. 

Mr. Chairman, I believe there is no other legislation along this 
line before the committee. I have other statements, but I will stop 
here for questioning on this if it would be your wish. 

Senator SparkMan. I think it would be well to do that since that is 
the end of the subject of home-improvement loans. 

Senator Capehart, any questions? 

Senator Carenart. I do not believe so at the moment, no. 

Senator Sparkman. Senator Lehman? 

Senator Lenman. Last January 16 at a luncheon sponsored by the 
United States Chamber of Commerce, Mr, Cole spoke of the Admin- 
istration’s goal. I believe that you described that goal as being the 
improvement and repairing of nearly half the homes in America at 
an expenditure of more than $15 billion. Do you believe that your 
title I amendments will achieve that goal? What will be the interest 
charges to the individual borrower over the life of the loan ? 

Mr. Core. Senator Lehman, I certainly believe that the program 
will assist very materially in achieving the objective which I an- 
nounced at that time. I am hopeful that it will completely achieve 
it. But to say to you that I think definitely that it will would be 
probably a bit optimistic. 

But the great interest evidenced by not only people in the industry, 
and by that I mean the manufacturers and producers, but the interest 
evidenced by magazines, newspapers, and communities, governors and 
mayors of the cities who have undertaken to pronounce 1956 as home- 
improvement year, the great interest on the part of these people indi- 
cates to me that stimulation of the rehabilitation of the house which 
I have called the middle-aged house will be most effectively done this 
year, and I hope it will be a continuing process. 

Now, therefore, I am extremely optimistic about the results which 
will be obtained under the home-improvement program for this year. 

Senator Lenman. On the interest rate, the charges I am informed 
run about 9.5 over the period of time. Am I right, Mr. Mason? 

Mr. Mason. Currently, yes, sir; on a 1-year note. 

Mr. Corz. Currently that is the case. 

Senator LeHman. at is that last ? 

Mr. Corn, Currently that is the situation. 

Senator Sparkman. 914 percent? 

Mr. Cotz. Nine and a half; yes. 
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May I add one thing more? It is our information that this interest 
rate is lower than the interest rate generally paid by people obtain- 
ing home-improvement loans. 

Senator Lenman. May I say this: As I understand it, your testi- 
mony is that the interest rate currently is about 9.5 percent. These 
are guaranteed loans. What risk does the bank or the lender take 
on this kind of a transaction that would justify 914 percent? 

Mr. Mason, The rate, Senator, will vary depending on the length 
of the loan. It is a discount charge, and, therefore, on a 3-year loan 
the rate appears a little bit lower than on a very much shorter loan. 
But the figure 9.5 is approximately correct. It gets as low as 9.3 
percent on a 3-year note, but that is drawing it pretty fine when we get 
down to there. 

Senator Lenman. But the guaranty would cover all loans, would 
it not, regardless—— 

Mr. Mason. The loans, as you. know, are not 100 percent guaranteed. 
This committee last year enacted legislation which required the lender 
to absorb 10 percent: of the loss, and that is so at the present time. 
And I would say, to the committee that under the program to date 
the losses have declined. asa result of this. coinsurance by the lender. 

We have surveyed other programs which banks are. using instead of 
our program all over this country, and we find rates, running.as high 
as 8 percent discount, which, as you know, is up around 15 or 16. per- 
cent interest on noninsured loans, which indicates to, me. that the 
FHA maximum rate on this type of lending is. not. considered exces- 
sive by lending institutions. 

Senator LenMan. I want to refresh my memory. on,one point. You 
say that under the present law the lender absorbs 10 percent of the 
loss, I do not understand that he absorbs 10 percent, of the. entire 
loan. In other words, if the loan is paid up 90 percent, leaving. an 
unpaid. balance of LO percent, the bank would only be. out 1 percent 
of the loan. Is that correct ? 

Mr. Mason. That is correct. Also out of this money that, they col- 
lect the banks pay 4 premium, an insurance premium, to us. , of 
course, it is not all free interest that they get on their money. 

Senator Lenman. Could you tellus what the net is ? 

Mr. Cote. Mr. Allan Thornton. 

Mr. THornton. On a 3-year loan, which would have a net effective 
interest charge of 9.3. percent after deducting the insurance premium 
charge, which is 0.65 of. 1 percent. per year on the net. proceeds.of the 
loan—that. is just about 2 percent charge for the 3-year period—the 
net earnings come to, about 8. percent. 

Senator SparKMAN. Let-me.ask you 1 or 2,.questions regarding, that. 
Mr. Mason, you, say that, as the length of the loan is extended. the 
interest rate tends to come down. Is that right? 

Mr. Mason. Yes,sir; slightly. Imean—— 

Senator SpaRKMAN. Yes; slightly. 

Mr. Mason. Very slightly. 

Senator Sparkman. I am thinking here that you,are asking for an 
increase in the maximum amounts.and also an increase in the term. 
To what extent would that affect.the interest rate? 

Mr. Mason. Well, it certainly would, result in a lower discount, rate 
if I am the Commissioner when this law goes, into effect.. We have 
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been conducting studies of this matter. I cannot give you exactly 
what we would do, but we certainly would reduce it from the 5 per- 
cent discount on the larger loans. And the larger ones are the ones 
of long maturity. 

Senator Sparkman. There has been some thought, I believe, ex- 
pressed that there ought to be perhaps a graduation depending upon 
the amount and length of term, and so forth. 

Mr. Mason. We have that now, Senator. 

Senator Sparkman. That isa part of your administrative setup ¢ 

Mr. Mason. Yes. At the present time the individual home loans, 
those up to $2,500, under the current act have the 5 percent discount 
rate, and the larger’ loans up to $10,000 up to multifamily structures 
carry a 4 percent discount. 

Senator Sparkman. Senator Capehart is going to leave in a short 
time and he wants to ask some questions. 

Senator Carenarr. Have you any suggestions on any additional 
coverage under this title I improvement loan? That is, additional 
coverage of specific items ? 

Senator Sparkman. Eligibility. 

Mr. Mason. You mean eligibility of different items? 

Senator Cappnarr. Coverage of different items; yes. Eligibility 
for loans. 

Mr. Mason. We have had a lot of discussion and thinking about 
this, Senator. 

Senator CareHart. Do you need any:additional legislation to cover 
it? Do you recommend any? ‘Is it necessary ? 

Mr. Mason. We are not recommending atiy; no, sir. 

Senator Carenart.' I see. All right. 

Senator SparkMAN. In that connection, Mr..Mason, you will recall 
that I wrote to you relating to this question. ~I recognize it, I think 
we all recognize it, as being a rather difficult situation to handle. 

One thing I wrote to you about was the possibility of including, or 
making, built-in cabinets and refrigerators and stoves, and so forth, 
eligible. We have had complaints on this. As I understand, under 
your regulations now none of that is eligible. 

tt Mason. That is correct. None of those units of equipment are 
eligible. 

Senator SparkMAN. Even if they are built in or become attached to 
the realty ? 

Mr, Mason. Yes. The primary éxample would be one of the new 
built-in ehiaatianaine for example, which becomes a part of the cab- 
inet-work, 

Senator SPARKMAN. Or an oven built into the wall. 

Mr. Mason, Or a built-in oven or acountertop stove of certain kinds 
which becomes pretty much built in. These items vary. 

I was just out recently and saw’a new kind of countertop stove which 
isn’t built in so much as the’first ones were. 

Senator Sparkman. Of course, that is one of the things that makes 
it diffieult beeause there are different stages of being attached or 
detached. 

Mr. Core. Yes. 

Mr. Mason. Senator, you have worked on this committee long years - 
so: Lam-not telling you anything, sir, but the history over the years 
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has been that there has been this problem. They started in originally 
in FHA insuring all kitchen equipment, stoves, refrigerators, which 
at that time were only built in to the extent of being plugged into the 
electric circuit. And that first experience was very bad. And it was 
decided at that time that FHA had better not go into an “insuring the 
equipment” business. 

Now, we find a demand in parts of industry for a revision of our 
rule in this regard. We find it very hard to draw the line where it 
should stop in order to make recommendations to you for legislation. 
And we find also people in the equipment industry who are not inter- 
ested in having FHA enter this field of financing. They say that 
equipment is now currently financed—and I suspect at more attractive 
rates than FHA provides to the person who does the financing—and, 
therefore, they are not interested in upsetting it by getting FHA into 
this field. 

So there are both sides to the matter. 

Senator Sparkman. I certainly recognize that fact. By the way, if 
there is no objection, I think I shall ask to incorporate in the record 
here an exchange of letters that we had regarding this matter. 

(The correspondence referred to follows :) 


UnttTep Srates SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 


SUBCOMMITTEE ON Hovustina, 
February 7, 1956. 


Mr. NorMAN P. MASON, 
Commissioner, Federal Housing Administration, 
Washington, D. C. 
Dear COMMISSIONER Mason: I have noted with interest the fact that Presi- 
dent Eisenhower has designated 1956 as home improvement year and that 


Operation Home Improvement, sponsored by the United States Chamber of 
Commerce and some 60 trade associations, is being supported by the administra- 
tion. I think that those who conceived and are supporting this program to 
revitalize older homes are to be congratulated. 

However, I would like to call to your attention a situation which seems to 
me to militate against the complete success of this program. I refer to the 
present policies of FHA’s title I home-insurance program. 

You will recall that in 1954, following the FHA investigation, Report No. 
1472 on the Housing Act of 1954 indicated that FHA should limit its insurance 
of title I loans to “such items as substantially protect or improve the basic liv- 
ability or utility of properties.” In addition, a list of items which would nor- 
mally be ineligible under this provision is contained in the report. The com- 
mittee also noted that under the then current policy such free-standing items as 
refrigerators, washing machines, ironers, stoves, dishwashers, etc., should con- 
tinue to be banned from the FHA title I program. 

I believe that the important test in this latter language was whether or not 
an item was “free standing.” It appears that the FHA has also taken this 
view, inasmuch as one of the items specifically mentioned, “dishwasher,” is 
now eligible for FHA title I insurance on the theory that it becomes a part of 
the realty. 

Paradoxically, however, stoves and refrigerators which, under present design 
may also become a part of the realty, are not eligible for FHA title I insurance. 

It seems to me that under this policy manufacturers of dishwashers may 
have an advantage over manufacturers of stoves and refrigerators. At the same 
time, those who wish to purchase dishwashers may take advantage of FHA’s 
more liberal terms, while those who wish to purchase built-in stoves or refriger- 
ators must rely on noninsured loans, generally at higher rates of interest. 

I would appreciate having your views on these matters and some indication 
as to whether or not it may be possible to modify FHA policy so as to be 
more consistent. 

Since: ours, 
ood JouN SPaRKMAN. 
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FEDERAL Hovusine ADMINISTRATION, 


Washington 25, D. O., February 14, 1956. 
Hon. JoHnN SPARKMAN, 


The United States Senate, 
Washington 25, D. C. 


My Dear Senator SparRKMAN: As indicated in your letter of February 7, 
1956, there can be little doubt but that stoves, refrigerators, and some other 
major items of household equipment add to the utility and value of a home. We 
recognize this in connection with new construction under the various titles of 
the act. 

However, it has been my feeling that this Administration was not expected 
to consider items eligible for title I financing which had been considered in- 
eligible for such financing prior to the hearings in 1954, to which you refer in 
your letter. Prior to these hearings we had not considered stoves and refriger- 
ators, even when permanently installed as part of cabinets in a kitchen, to 
be eligible for title I financing because of the earlier legislative history center- 
ing around the 1988 amendments, when the words “machinery and equipment’ 
were removed from section 2 (a) of the National Housing Act. Dishwashers, 
then and now, are considered eligible only when a permanent part of a com- 
bination sink. 

My understanding has been that it was not within my discretion to make any 
change in the eligibility determinations made many years prior to my tenure 
as Commissioner which excluded the financing of stoves and refrigerators and 
other items of household equipment with title I FHA loans. There is at least 
a serious doubt as to the advisability of declaring said items to be eligible ono 
the basis of the existing statutory provisions, as interpreted in the light of the 
legislative history, and before making any change along these lines, a clear-cut 
expression of the legislative intent would be most helpful. 

Sincerely yours, 
NORMAN P. MASson, 
Commissioner. 


UnItTEep STaTEs SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON HoUsINeG, 


February 28, 1956. 
Mr. NoRMAN P. MAson, 


Commissioner, Federal Housing Administration, 
Washington, D.C. 

Dear COMMISSIONER MASON: I have read your letter of February 14, 1956, 
with interest and I can assure you that I fully appreciate the problems you have 
in administering the title I insurance program. It was my desire to bring these 
problems to a head which prompted me to write you on February 7. It was 
then, as it is now, my understanding that you would appreciate an opportunity 
to clarify present inconsistencies in the title I program. 

Since it is your view that an expression of legislative intent would be most 
helpful, it would seem in order for you to recommend appropriate changes in 
the statute to accomplish what you consider to be desirable policy in this area. 
I have now seen the legislative proposals which the administration intends to 
offer in the field of housing. While this summary included several changes in 
title I of the National Housing Act, it did not mention any recommendations on 
the subject of eligibility for loans insured under title I. 

I am sure the Congress would appreciate a recommendation from the execu- 
tive branch with regard to the eligibility of stoves and refrigerators if such a 
recommendation is deemed desirable. If, on the other hand, FHA does not make 
such recommendations, it could be construed to mean that you are satisfied with 
the current situation and have no desire to change present policies. 

Personally, I would welcome your recommendations on this subject and look 
forward to a discussion of the matter during hearings on housing legislation. 

Sincerely yours, 
JoHN SPARKMAN. 





96 HOUSING AMENDMENTS OF 1956 


FeperaL Housing ADMINISTRATION, 


Washington, D. C., March 15, 1956, 
Hon. JoHn SPARKMAN, 


United States Senate, Washington, D. C. 
Dear SENATOR: Thank you for your letter of February 28, 1956. L am sin- 


cerely grateful for your appreciation of the problems we have-in administering 
title I. 


I wish I could give you some very direct recommendations with regard to 
equipment items under title I. Ido believe.that this Administration should take 
take cognizance of the advances in building technology. With this in mind -we 


have reviewed the problems of making certain items, such as stoves and. refrig- 
erators, eligible for title I financing. 


One, facet of the situation is the, difficulty.of. determining. which items of 
equipment could properly. be, declared eligible. . Another facet revolves. around 
the unfortunate experiences in connection with this equipment, in the past. 

In our attempt to obtain opinions, we have been told by one group that»the ap- 
pliance industry has adequate financing plans for its dealers and ‘that,.since it 
does, there is no reason for Government to giveassistance. Another segment 
has told me that buyers are better served by, having a single loan for a remodel- 
ing job. They say that then there is less tendency for the buyer to overspend 
his income. They also point out that, with FHA insurance smaller lending in- 


stitutions, and particularly those in our smaller communities, can.participate in 
making it easier for the buyer. 


With very firm arguments on both sides we feel that it is not appropriate for 
us to make any recommendations with, reference to.a change.in present policy. 


I appreciate your interest in this matter and am glad you wrote to me so that [ 
could discuss my views, with you. 


Sincerely yours, 
NorMANn P. Mason, Commissioner. 


Senator Srarkman. There is one other item that has been ealled to 
my attention regarding eligibility that I want to ask you about. 

In some of these areas, that.are_given.to high wind and to heavy 
rains, and so forth, there is the question of erosion of the yard. The 
question comes up as to whether or not shrubbery and landscaping 
would be included in eligibility. What is your answer to that? 

Mr. Mason. Well, I believe it was 2 years ago in the deliberations of 
this committee I was instructed rather plainly that landscaping was 
not to be included. 

In a flooded area there is no question that this becomes a matter 
which is costly to the owner of the property. We do not provide in 
our home repair loans for the business of cleaning up the, mud, from 
the inside of the house, and we are told therefore we shouldn’t clean up 
the mud outside the house. ‘That is not the matter of erosion. That 
is the matter of the reverse of erosion, getting 2 or 3 inches of mud or 
silt, dumped on your lawn and ruining your shrubs. 

sut the matter of landscaping is a less hazardous one for FHA to 
explore than are some of the other items that were prohibited at that 
time or suggested that we not insure. 

We had. many letters at the start when we put this. program, into 
effeet, as, I am sure you must have had, all you Senators on the commit- 
tee, on this score. But the industry seems to have gone on. We seem 
to have enough landscaping done around houses. 

And there is always the problem of getting beyond just, the normal 
needs of an individual living in a house for normal living surroundings 


and getting into the luxury class when one goes into financing of 
landscaping. 
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Senator Sparkman. I recall the language that this committee wrote 
into its report 2 years ago. I felt at the time thatthe committee was 
entirely too restrictive. I felt we should have left it to the good judg- 
ment of FHA to work those things out. I ot the problem 
which you state—that it is pretty hard to draw that dividing line: 

By the way, Mr. Mason, we are all greatly interested, I am’ sure, in 
a program that is being promulgated on a nationwide basis.» You or 
Mr. Cole referred to it. This homeimprovement program all over the 
country. Are you encouraged: by the inferest tliat is being shown in 
it? 

Mr. Mason. Mr. Sparkman, the Operation Home Improvement arid 
the American Comniittee to Lihprove Our Neighborhoods, two move- 
ments along this line, certainly have my wholehearted support. I see 
housing all around this country in my duties of putting your laws into 
effect, and I ean appreciate how much it is nécessary that we keep this 
housing’ up to date, that we don’t let housing ‘slide downhill simply 
because it is easier to do other things. It is so easy to buy a new tar 
or it is so easy to goon a trip to the Caribbean or something, and it ‘is 
more diffieult; unless there is a program of this kind for the home 
people of America, to get the money they need for doing the things 
that they would like to do to their houses—the adding of a room when 
they get an extra child and need that room, the modernizing of ‘the 
kitchen when it has gone out of date, the modernizing of the bathroom 
facilities, the adding of a bath so when the children grow up everybody 
can get to school and work on time—tlhiese sorts of things aré ® part’ of 
Operation Home Improvement. 

And I think that this program, with the excellent momentum it has, 
if it has the support of this title I program of FHA, will really leave 
an imprint on America in better housing. 

Senator SparKMAN. I am glad‘to hear ‘you'sa¥ that.’ T have’ been 
very much mpréssed with it as I have seen it take hold in different 
parts of the country. I think nothing advertises a Community more 
than to present an appearance, that is apparent to anyone passing 
through that the homes are well kept. 

Senator Lenman. May I ask another question? 

Senator Sparkman. Certainly. 

Senator Leaman. IT am still very much concerned about the cost 
to the lender of loans wider this program which, as you testified, is 
9.3 percent. As I understand itpthe rate of interest on the FHA- 
guaranteed mortgages is 41% percent. Is that right? 

Mr. Mason. Yes, sit; that is correct. 

Senator Lenman. I eannot see any justification for this very wide 
spread between the interest paid on an FHA-guaranteed mortga 
and one of these home repair mortgages. I do not think the baste 
take any more risk in these mortgages than they do in the FHA, and 
yet the rate of interest that the lender is required to pay is just about 
twice as great. 

Senator Sparkman. Senator Lehman, may I suggest—check me if 
I amwrorig’on this—the problem really arises from the fact that these 
are not mortgages: These are open loans. And the loan is discounted. 


The discount rate is regulated2=I~believe you say 5 percent is the 
highest, is it not? 


Mr. Mason. That is right. 
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Senator SparKMAN. But the fact that it is discounted is what builds 
up the interest charge. 

Senator Lenman. That is just what I am getting at. These are not 
mortgages; I realize that. 

Senator SparKMAN. They are open loans. 

Senator Lenman. They are open loans. But they are, nonetheless, 
guaranteed. 

Senator Sparkman. Yes; 90 percent. 

Senator Lenman. Yes. If we are confronted with a mechanical 
difficulty because of the need to discount a loan, that it seems to me 
could easily be handled by reducing in the bill the maximum discount 
rate that should be permitted, that a bank should be permitted to 
charge. The overall cost to the lender or, rather, the overall rate 
which the bank charges is based on the discount rate? 

Mr. Mason. The rate, Senator Lehman, is based on what banks 
need and are getting for similar sorts of loans. These are small loans. 
There is a cost beyond just the need for interest when you make loans. 
The average FHA title I home improvement loan is under $600. This 
means the cost of putting one of these on the books for a borrower, the 
procedure the lender has to go through, the procedure it goes through 
to list this loan for insurance, is costly. 

Now, these are all factors in the amount of discount that is required. 

I could and would like to submit to the committee a report from 
my Director of the Title I Division of a survey he has just com- 
pleted showing what banks are charging where there is no FHA 
insurance, and you would get from this a very complete picture, I am 
sure, of the difference and the reason why, though this net rate is cur- 


rently around 8 percent as Mr. Thornton states, actually the return on 
the bank’s money is well below this figure. 
(The information referred to follows:) 


Marcu 20, 1956. 
To: Norman P. Mason, Commissioner 
From : C. B. Sweet, Assistant Commissioner 
Subject : Non-FHA property improvement plans. 

We recently requested a report by geographical regions from the title I field 
supervisors as to the financing charges and maturities of noninsured plans for 
financing home improvement loans. The replies disclose that the overwhelming 
majority of the lenders visited by our supervisors have their own plans. A brief 
digest of the information supplied for each region follows: 


Most of the lenders in the Chicago area are now operating non-FHA 
with discount rates ranging from 6 to 8 percent depending on the size of the 
loan. These plans generally include credit life insurance and dealer holdbacks 
and virtually all have the 5-year feature. Because of the higher yield from these 
rates, many lenders are actively pushing their own plans in preference to title I. 
One large Chicago lender reports that competition from the non-FHA plans has 
cut the bank’s title I volume from $750,000 per month to approximately $200,000 
per month, largely because of dealers’ enthusiasm for 5-year paper and participa- 
tion in dealer reserves. 

In other sections of the Midwest about 85 to 90 percent of the lenders have 
their own plans and the rate structure is comparable to that existing in Chicago. 
The trend in this region is very definitely away from title I. 


Metropolitan New York is generally regarded as a “low rate” area because the 
concentration of population and prevalence of branch banking facilities permit 
economies in servicing costs. In this area the FHA maximum $5 rate is generally 
accepted with some slightly lower rates also being used. 
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Outside the New York City area rates of 6 percent and up are found with 
credit life insurance included in most of the plans, but it is reported that title 
I has tended to stabilize rates in the Northeastern States and that higher rates 
are proving objectionable to the homeowner, dealers, and salesmen. Certain 
title I lenders are Said to be advertising the FHA $5 rate rather extensively with 
the result that other lenders in the same area are hesitant to ask the consumer 
to pay a higher rate. Most lenders and dealers favor a 5-year plan. 


SOUTHEAST 


Five-year terms are rather infrequent in this area but the lending institutions 
using their own plans charge discount rates of $6 or above supported by dealer 
reserves. One finance company doing a large volume of home modernization 
in this area charges an $8 rate for loans below $350 and a $7 rate for loans in 
excess of that amount. 

Generally speaking, lenders in this area are reported to be holding to title I 
except for loans that are ineligible under the title I regulations. 


SOUTHWEST 


About 90 percent of the lenders are said to have non-FHA plans and rates up 
to $8 discount are reported to be prevalent in Texas. Life insurance is usually 
included when the discount is in excess of the $5 rate but the actual cost to the 
lender of such insurance is ordinarily only about half the amount charged the 
homeowner for the insurance, 

Dealers in this area in most instances are required to establish reserve 
accounts. The lender accomplishes this by withholding 5 percent from each 
transaction which is deposited in the reserve account. Such reserve accounts 
are prohibited in the title I program because of the tendency of dealers to add 
the amount of the holdback to the price of the home improvement job. 


MOUNTAIN STATES 


Throughout Utah and Colorado it was found that most lenders outside title I 
are Charging $6 and $7 discount rates. In instances where credit life insurance is 


included the majority of the institutions charge up to an additional 1 percent 
for this coverage. 

“Western Building” recently conducted a survey of 80 lending institutions 
in this area as well as on the west coast and reported that a high percentage 
using non-FHA plans had variable rates ranging up to 8 percent discount. 


“WEST COAST 


In January only 100 title I loans were made by the lender formerly doing 
the largest volume of title I business in southern California against 8,000 loans 
on their own plan. A $6 discount rate is charged up to $500 and a $5 rate for 
loans above that amount. Other west coast lenders are encouraging their own 
plans at rates higher in some instances than those charged by the lender previ- 
ously mentioned. Discount rates of 7 and 8 percent are employed depending upon 
the size of loan and certain banks have a minimum monthly charge of $12.50 
regardless of the size of the loan. 

In addition to the regional reports received from our field supervisors we 
have a letter from Holland Furnace Oo. regarding a poll taken of the 700 banks 
with which the company does business throughout the United States. According 
to the letter all of these institutions operating their own plans, with one lone 
exception, had higher rates than the FHA maximum of $5 discounts. , 

We recently called to your attention the improvement in the title I claim 
picture which we attribute to the elimination from the program of unscrupulous 
dealers and the coinsurance features. A current check discloses that the ratio 
of losses to total business insured for a period of 17 months since coinsurance 
was instituted is 0.14 percent or exactly one-half the ratio of 0.28 percent that 
existed after a comparable period of experience starting in March of 1950. 

G. B. Sweet, Assistant Commissioner. 


Mr. Mason. Banks are turning away from these insured loans to 
higher discount rate loans that they are making to individuals without 


FHA insurance, because they feel that the program is not a remunera- 
tive one to them. 
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Senator Leuman. Of course, I know. that the, rate that, the banks 
are permitted to charge and do charge on unguaranteed loans is much 
higher. That, of course, is true in many activities carried on by 
the banks. In mortgages, for, instance. But, the difference is so 
great and the losses are so infinitesimal that. it would seem to me that 
at a rate even very considerably less than the 9.3 rate charged now 
it would still be a very attractive investment for the bank. And if it 
is, it would speed up this work. That is what I am getting at. 

I think the lower the rate of interest charged to the borrower the 
more incentive there is to borrow and the greater the rapidity with 
which his program could be carried on, 

Mr. Mason. Our history, however, in the past year, with the new 
coinsurance borne by the lender, is that. we insure.fewer loans than 
we did before, which indicates that the bank has some influence on 
the volume of title loans as well as the borrower. 

Senator Lenman. Yes; but the banks apparently, from the figures 
you have given, have suffered no losses whatsoever, or negligible losses. 

Mr. Mason. The banks. are making other loans at. higher rates, 
and people are paying well beyond the 5-percent discount. 

Senator Lenman. I won’t pursue the matter any further. It is 
something the committee will want to discuss in executive session. 

Mr. Mason. I am sure of that, 

Senator Leuman. May I ask one other question which is only col- 
lateral to this? 

Mr. Mason. Surely. 

Senator Leuman. I am asking this beeause of my long and very 
deep interest in disaster insurance. Do you deny loans to clients 
who have homes in vulnerable, so-called vulnerable areas / 

Mr. Mason. No: not under our title I program, Senator. We do 
have in our mortgage loan program rated areas, risk areas, that we 
do not enter. But in the home repair field we do not. 

Senator Leumwan. Thank you. 

Senator Sparkman. Thank you yery,much, Mr. Mason. Now do 
you want to move to—— 

Mr, Mason. I was going to talk next about housing for the elderly. 

Sections 103 and 104 would add new proyisions to the National 
Housing Act to grant more favorable FHA mortgage insurance terms 
for both sales housing and rental ‘housing built or rehabilitated for 
use by elderly persons. We strongly recommend the enactment of 
these provisions to assist private enterprise in meeting the special 
housing problems of elderly persons. 

Under section 203, FHA-approved third persons would be per- 
mitted to make required down payments for the benefit of home pur- 
chasers 60 years or age or older. FHA can now insure a mortgage 
~iven by a person lacking adequate credit if there is an approved 
cosigner of the mortgage note. This authority, together with the 
new provisions in the bill, would make it possible for many elderly 
persons to finance the purchase of homes even though they lack the 
amount of the down payment and do not themselves have. reasonable 
prospects of an assured income over the term of the mortgage. 

Since the majority of elderly persons are single and many others 
cannot undertake home purchases, it.is even more important to provide 
rental housing for them. Most of them need small units and special 
features adapted particularly to the needs of the elderly. Section 104 
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would help meet this need through two special provisions with respect 
to the construction or rehabilitation of rental, housing under section 
207 of the National. Housing Act. 

Under one of these provisions, 90 percent; mortgages up to $7,200 
per unit would be insurable under section 207 where at least 25 per 
centum of the units in the project are expressly designed for the use 
of the elderly, as determined by the Commissioner,,and a priority of 
occupancy for these units would be given to the elderly throughout 
the life of the mortgage insurance contract. The remainder of the 
project would be required to average two bedrooms per unit, as is now 
the case for the entire project if a 90 percent mortgage is to be -per- 
mitted. 

These mortgage terms should enable private sponsors seeking to 
serve the low-rental market to obtain favorable financing terms for 
projects in which special housing for elderly tenants would be inte- 
grated with regular housing for families of comparable incomes. 

Under the second provision, FHA would insure mortgages with 
liberal terms on, projects designed and held entirely for elderly persons 
where the housing is sponsored by nonprofit organizations which are 
approved by the FHA as to financial responsibility, such as fraternal 
groups, church groups, labor unions, and teachers’ associations. FHA 
would look to the spensor’s total resources for payment of the mort- 
gage and not primarily to the income generated by the property. 
Over the country a number of such organizations have undertaken 
projects of a similar nature but of limited scope due to difficulty in 
financing. Under the provisions of section 207, rehabilitation of 
existing structures, such as older apartment and hotel buildings, as 
well as new construction could be undertaken for housing for the 
elderly. 

Under this second provision, the maximum amount of the mortgage 
would be $8,100 per dwelling unit and 90 percent of replacement cost. 
By way of comparison, $8,100 is 90 percent of a $9,000 cost per unit, 
whereas a mortgage financing projects averaging less than 4 rooms 
per unit in other section 207 projects cannot exceed $7,200 per unit. 
which is 80 percent of $9,000 value per unit. The use of replacement 
cost in determining maximum mortgage amount would allow for the 
full cost of providing necessary special features for the elderly, such 
as small living units, central dining facilities and reading rooms, and 
specially-designed bathrooms, doorways, floors, and lighting. 

Senator SparKMAN. Senator Lehman? 

Senator Leuman. I want to ask a question. I am not quite sure 
from your statement, but is this provision only for single elderly 
persons ¢ 

Mr. Mason. No, sir; it is not. It is for elderly people of all sorts 
whether they are in families or single people. 

Senator Lenman. What is the definition of an elderly person under 
your bill? 

Mr. Mason. Sixty-five years of age. Sixty-five years of age in the 
rental unit and 60 years of age in the provision where a member of the 
family or someone else could serve as a sponsor on the note. The rea- 
son for that is that at 60 years of age we begin in the case of certain 
classes of people to restrict the terms on which they may have an 
FHA section 203 mortgage. 


75333—56——_8 
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Senator Leaman. What provision do you make in the publie-hous- 
ing group for elderly persons? 

Mr. Mason. Public housing doesn’t come under my jurisdiction, sir. 
I believe that public housing 

Senator Lenman. May I ask Mr. Cole? 

Mr. Mason. I would say I believe public housing has a part to play 
and that private industry has a part, and the administration’s bill pro- 
poses both shall do something about it. 

Senator Lenman. Yes; but what part is public housing going to 
play in this? 

Mr. Corz. Senator, we have in our bill a provision for the Public 
Housing Administration to assist in the provision for elderly people. 
This provides eligibility benefits for the single elderly person who is 
not now eligible, gives the public-housing authority, the local public- 
housing authority, an opportunity, therefore, to make available the 
public housing units to the aged people who are not now eligible for 
them. It also permits the local public-housing authority to design 
some of the public-housing units especially for the elderly and also 
permits the local public-housing authority to increase the cost from 
$1,750 per unit to $2,250 per unit. 

Senator Lenman. But this, of course, goes a little bit beyond the 
title which is under discussion now. I think it is a highly important 
one. I will refer to it on other oceasions. But as I understand it, all 
you are recommending is 35,000 units of public housing per year. 

Mr. Coz. Yes; that. is correct. 

Senator Lenman. Well, you can’t take care of many elderly persons 
out of 35,000. I mean other people, too. A lot of the elderly persons 
have very, very, very small means. They are probably the lowest-in- 
come group we have. Do you think that would take care of any sub- 
stantial number of these persons? 

Mr. Core. There are a substantial number of elderly people with 
low income, Senator, without any question. 

Senator Leman. I notice in your statement that you estimate 13 


million people have reached the age of 65 or over. That is an awful 
lot of people. 


Mr. Core. That is very true. 

Senator Leaman. An awful lot of people with very low incomes. 

Mr. Coxe. Very true. Of course, the number of those persons would 
constitute only a part of the figure you referred to. 


Senator Lenman. You are providing for only 35,000 a year—for 
how long? 


Mr. Coiz. Two years. 

Senator Lenman. Do you think that will take care of many elderly 
persons of very small means? 

Mr. Coxx. It will be able to take care of some, Senator. It is not 
based on the question of need, Senator. I have never said that the 
35,000 units are based on the question of need. 

Senator LenMan. Question of need. 

Mr. Core. It is not based on the question of need—the 35,000 units. 
It never has been. 

Senator Lenman. Then you and I do not understand public hous- 
ing. Iam talking now about public housing. . 

Mr. Coxe. I understand. 
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Senator Lenman. I thought public housing was based on need, 
was based on the desire of the Nation to take care of people who need 
governmental assistance. 

Mr. Cotz. The 35,000 units recommended by the administration 
are based upon the demand largely, and, frankly, on the fact that 
Congress would not give any more. 

Senator Leuman. Maybe if your organization joined some of us 
in asking for a substantially larger amount it would have a consider- 
able effect on Congress. I predict that it would have. 

Mr. Cote. Well, it is a matter of opinion and judgment, Senator. 
Irrespective of the administration in power, irrespective of the Con- 
gress, the party in power in Congress, irrespective of the number of 
units recommended by the administration, we wind up around 35,000 
units whether there is 200,000 units recommended by the administra- 
tion or not. We still wind up with about 35,000 units. And we be- 
lieve in being realistic based upon the demand and the realistic situa- 
tion. It is just a matter of judgment. 

Senator Lenman. Well, we did have, as I recall it, Mr. Chairman, 
a bill last year as it left this committee and came to the Senate floor 
that called for 150,000. Did it not? 

Mr. Carrer. It averaged about 135,000. 

Mr. Core. 135,000. 

Senator Sparkman. It really called for an average of 135,000 plus 
10,000 for elderly people. 

Senator Leuman. That is right. 

Mr. Cotz. That is correct. 

Senator Lenman. I want you to think it over. You are part of 
the administration. I think 1f we had had support from the admin- 
istration of the substantial number, that the tragic cut that was made 
last year might not have occurred or might not have been as deep as 
1t was. 

Mr. Cotx. Well, Senator, again it is a matter of judgment. It has 
never occurred with the other method. We just have never been able 
to get it done. 

Senator Lenman. But we did some years ago. 

Mr. Cote. No, I am sorry. 

Senator Lenman, We had larger 

Mr. Corz. Not very much. 

: Senator Leaman. Oh, yes, very much. We had a considerably 
arger 

Mr. Cote. No, no, it has never been very much larger than the 
35,000 units with either party in power, with either party in control 
of the Congress and the administration. It never has been. And we 
believe in recommending a realistic point of view. It was 50,000 at 
one time, 

It isa matter of judgment, of stra and approach to the problem. 

Senator Lenman. I think if you will look it u 

Senator Sparkman. I wonder if you would Xo this: If you might 
insert in the record at this point or when Mr. Slusser is before us a 
table showing—— 

Mr. Corz. We will have statistics. 


Senator Sparkman. Suppose we withhold our questions until we 
get to that. 
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Senator Lenman.. Yes, I will. I brought this up at this point— 
and, as I say, I will bring it up again on other oceasions—because this 
has a very great bearing on housing for elderly people. 

Mr. Coreg. Surely. 

Senator SraRKMAN. Suppose-we revert to it when Mr: Slusser is 
before us. He undoubtedly has the figures. 

Anything further? 

We have just been talking about housing for the elderly. Do you 
want to ask any questions on that, Senator Bush ? 

Senator Busu. No, sir. Thank syou. 

Senator Sparkman. Now, Mr. Mason, if you will moye on to 
section 221, 

Mr. Mason. Section 221 was originally enacted in 1954 to encourage 
the construction of private housing for low-income families displaced 
by urban renewal activities or other governmental action. It applies 
only to housing pregramed by the Housing Administrator for these: 
(lisplaced families. The mortgages insured under section 221 cam 
cover both single-family homes built by private sponsors and. multi- 
family structures built by nonprofit. corporations. 

Despite the urgency of needs of displaced families, requiring re- 
housing, there has been very little interest: by builders.in construction 
under the section 221 program, principally because the mortgage in- 
surance terms have little if amy, advantage over the terms for new 
housing under other FHA programs. In addition, the existing dollar 
maximums for section 221 mortgages are so low that. adequate housing 
cannot be constructed in high-cost areas within those amounts. See- 
tion 106 would therefore amend section 221 by increasing the maximum: 
amounts and maximum maturity of mortgages which can be insured. 

The maximum mortgage under section 221 at this time is $7,600 per 
dwelling, except that the Federal Housing Commissioner may increase 
this amount up to $8,600 in high-cost areas. The bill would increase 
these maximum amounts to $8,000 and $10,000, respectively. 

The maximum ratio of loan to value is now yeh pein and, in the 
case of single-family homes, 5 percent of estimated cost must be paid 
by the mortgagor at the time of insurance, _ In place of that. provision 
the bill would permit the mortgage to equal the value of the property 
except that the mortgagor would be required, in the case of a single- 
family home, to make an initial payment of $200, which amount could 
include amounts to cover settlement. costs and initial payments for 
taxes, hazard insurance, mortgage insurance premium, and other pre- 
paid expenses. 

The maximum maturity of the mortgage would be increased from 
30 years'to 40 years. 

Thus, under the bill a family being moved out of a slum area could 
purchase an $8,000 home for $200 down with monthly payments averag- 
ing perhaps $49, including estimates of property tax and hazard in- 
surance charges. Many displaced families could afford a $200 down 
payment including closing costs. lice 

The mortgage insurance provisions in section 221 for multifamily 
structures built or rehabilitated by private nonprofit corporations are 
presently unattractive. The 95 percent maximum. loan-to-value ratio 
necessitates a 5 percent investment by a nonprofit corporation which 
would be prohibited from receiving a return on even the 5 percent 
invested during the life of the mortgage. Furthermore, the 50-year 
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maximum maturity presently required under section 221 is, of course, 
more restrictive than on rental -housing under the regular section 207 
rental housing program. 

Senator SpaRKMAN. Any questions? 

Mr. Mason. Senator Lehman has a bill on this same general subject, 
sir, which has one provision increasing the lean for 30 to 40 years. 

Senator SrarKkMAN. Senator Lehman, ‘do you wish to ask any 
questions 4 

Senator Leuman. I have no questions. 

Senator SparKMAN. We have had a good many persons who have 
-aid to me something about the section 221 program dragging, not 
taking hold. Do you believe that these things that you are proposing 
will stimulate it? 

Mr. Mason.‘ Yes, Senator Sparkman. ‘These go back to the original 
recommendations of industry; which were more or less watered down 
last year, and we feel that this may make the program more attractive. 
In other words, we have had the benefit—— 

Senator Sparkman. You mean year before last. 

Mr. Mason. Yes; year before last. You are correct. 

Senator Sparkman. I do not. believe we did anything with this in 
1955. 

Mr. Mason. You didnot. ‘Iaminerror. Please correct the record. 
We have had this period of time now to-work-with industry on this 
and get their ideas, and these represent their ideas about what will 
make this program work, which we think are proper ones to submit 
to you. 


Senator Lenman. IL would be willing to go along: with those sugges- 
tvions. 

Senator SparxMaN. 'They sound reasonable tome. It seems to me 
that section 221, of you could -get it towworking, would accomplish a 
great deal of good. Now goon to rental housing. 

Mr. Mason. Thas has to do with costeertification. 

Section 107 would make two changes in the cost certification require- 
ments applicable to FHA rental housing, which may be discouraging 
operation of these programs. Experience has indicated that prospec- 
tive sponsors of multifamily housing fear that their cost certifications 
may be reexamined and questioned from time to time over an indefinite 
period of years. The bill would remove this uncertainty, providing 
that once the cost certification is approved by the: Federal Housing 
Commissioner it would be considered. final and imcontestable except 
where there has been fraud or misrepresentation on the part of the 
mortgagor. 

The bill would also amend the definition of “actual costs,” for pur- 
poses of the cost certification requirement, to make it clear that such 
allocations of general everhead items as are approved by the Federal 
Housing Commissioner could be included in determining the cost of a 
project. 

Senator Sparkman. Any questions? Mr. Mason, there is one point 
| wanted to ask you about, ‘This’section 107 that you are discussing 
provides that the mortgagor’s certification cost shall be final and 
ineontestable except for fraud or misrepresentation on the part of the 
mortgagor. I wanted to ask: Is this word “misrepresentation” de- . 
signed to mean any misrepresentation, no matter how slight, or would 
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it be feasible to strengthen this statement to say “material misrepresei- 
tation?” I assume that is what you mean, is it not? 

Mr. Mason. That certainly is what we mean; yes, sir. 

Senator SpaARKMAN. Material facts. " 

Mr. Mason. To assure the builder who invests his time and reputa- 
tion in one of these projects that when he has completed this, when 
his auditor and our auditors have been over these statements, that 
unless he has committed fraud or made, as you say, material misrepre- 
sentation to us, he should have a period when he knows he is free to 
go on as a businessman. 

Mr. Coxrg. Counsel advises me that that is the interpretation in 
criminal law anyway. It must be a material misrepresentation. 

Senator SpaRKMAN. Go ahead, Mr. Mason. 

Mr. Mason. Next is the increase in general mortgage insurance au- 
thorization, for which we come to this committee each year. 

Senator SparKkMAN. Hold it just a minute. I want to go back to 
that statement about material misrepresentation. It has been a long 
time since I have been out of law school, but I am not sure that mis- 
representation standing alone would be legally interpreted to require 
misrepresentation of a material fact. 

Mr. Hunter. Our understanding of the legislation as drafted is 
that the criminal law interpretation would be applied in this case. 

Senator SparKMAN. All right. The record will show what is 
meant. 

Mr. Mason. Section 105 would increase the FHA general mortgage 
insurance authorization up to the aggregate of outstanding insurance 
liability and commitments on July 1, 1956, plus $3 billion. The bal- 
ance of the present authorization Sechinantedl: to be about $2 billion on 
that date) would be included in the $3 billion. This increase would 
provide for expected FHA operations during fiscal year 1957, plus a 
slight margin. Estimates for 1957 contemplate the need for approxi- 
mately $2.7 billion in authorization. 

This section would also make it clear that the special insurance 
authorization for the new military housing program under title VIII 
was not intended to include mortgages insured under title VIII before 
the housing amendments of 1955. 

Senator SrparkMAN. Any questions, Senator Bush or Senator 
Lehman ? 

Last year you asked for $4 billion, did you not? 

Mr. Mason. That is correct, yes, sir. 

Senator SparKmaN. How much carryover did you have from the 
year before, do you remember ? 

Mr. Mason. Three-quarters of a billion carryover. 

Senator Sparkman. Then you anticipate having $2 billion, so that 
it will be $234 billion, approximately—the amount used this year ! 

Mr. Mason. Well, my voice here at my side says we wipe out each 
year, of course, the unused authorization, so it would be $2 billion 
which we have used instead of $2%,4 billion. 

Senator Sparkman. But did we not give you the three-quarter 
billion? We continued it, did we not ? 

Mr. Mason. No, each year, And this year likewise we ask that as 
of the end of the year you terminate any unused authorization and 
start over again and tell us exactly how much we can grow during 
the year. 
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Senator Sparkman. Let me put it this way. Your estimate for 
1957, does that mean fiseal 1957 ? 

Mr. Mason. That means fiscal 1957, yes, sir. 

Senator Sparkman. You estimate $2.7 billion. What will it be for 
fiscal 1956, approximately ? 

Mr. Mason. Slightly over $2 billion. 

Senator Sparkman. Then you anticipate building for 1957 that will 
run $700 million more than 1956 ? 

Mr. Mason. Well, it cannot be that simple, sir, because this also 
includes the repayments on mortgages that are made over a period 
of years to be computed in there, and the existing commitments at the 
end of the year to compute. These things “louse up” the figures in 
that respect. 

Senator Sparkman. I will not ask you for a breakdown of book- 
keeping. No further questions on that. We will move on to title 
VIII. 

Mr. Mason. Extension of title VIII military housing program. 

FHA’s authority to insure mortgages under title VIII expires Sep- 
tember 30, 1956. Section 108 would place this program on a perma- 
nent basis, allowing the long-range planning necessary in a program 
of this nature, related to the defense and military needs of the country. 
Officials of the Department of Defense can give the committee more 
detailed information with respect to the need for this amendment. 

Senator SparKkMAN. Any questions? 

Go ahead, Mr. Mason. 

Mr. Mason. FHA self-insurance against hazards to acquired 
properties. 

Section 102 would authorize the Federal Housing Commissioner to 
establish a fire and hazard loss fund for self-insurance against hazards 
to FHA-aecquired properties. At the present time the FHA holds 
properties valued at more than $100 million, acquired as a result of 
defaults on insured mortgages. From late in 1937 until September 30, 
1955, FHA spent; nearly $1,700,000 in premiums for hazard insurance 
on its properties. During the same period, claims aggregating less 
than $162,000 were paid under these insurance arrangements, or 9.5 
percent of the amount of premiums paid. During the 5 years and 
10 months ending September 30, 1955, FHA hazard premium payments 
totaled $1,442,000 and losses paid aggregated $111,000, a loss ratio 
of under 8 percent. FHA might be expected to accomplish a signifi- 
cant saving in insurance expenses if we were authorized to estabilsh 
a self-insurance program in lieu of purchasing commercial insurance 
against fire and hazard losses. The bil would provide such authority 
on a permissive basis. It may be more desirable to use commercial 
insurance for certain risks, and the bill would specifically authorize 
such commercial insurance and reinsurance. 

Senator Sparkman. Senator Bush, any questions on that? 

Senator Busu. It seems the figures he quoted are quite convincing 
that self-insurance is indicated. 

Senator SparkMan. Senator Lehman. 

Senator Lenman. May I ask one question which does not come 
under the statement of Mr. Mason. I will ask the question of Mr. 
Cole, and I should have before we went to the various titles. T-am. 
doing it only to clear up my mind and clear the record, if I may. 
I understand that on February 24 in an address in Brooklyn you de- 
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scribed the Lehman bill as being, among other things, undisguised 
antiprivate enterprise originally and it would not get homes built. 
I will assure you I have no personal raneor about that. 

Mr. Corr. | appreciate that, sir. 

Senator Lenman. I would like to get the record cleared up, because 
I am under the impression that everything I have suggested in con- 
nection with housing over the years has been of help to free enter- 
prise. I wonder, just in order to keep the record straight and clarify 
my own thinking, whether you could tell us what you consider to be 
private enterprise. 

Mr. Core. Well, Senator, I appreciate your comment, arid I agree 
with you that characterizations are not very good methods to discuss 
issues or problems. I think as we develop our testimony here the 
attitude which I described may ‘be apparent. However, you have 
asked me a direct question—what I think private enterprise is. I 
wonder if I can then answer it in this way. I think private enterprise 
is the right to vote. 

Senator Lenman. The what? 

Mr. Corr. The right to vote. I think it is the right to vote in a 
political election. 1 think it is a right to vote in a management-labor 
dispute, and I think it is a right on the part of the people of America 
to vote for the kind of houses they want. By that one free choice 
in a free market. I believe that private enterprise means individual 
liberty. I believe that private enterprise means that the Government 
supports and assists the people of America rather than directs and 
controls them—the seeteuth government or any government. I believe 
that private enterprise means that an individual be given ‘an oppor- 
tunity to work, to pray, to live, to vote, as he sees fit. I believe, there- 
fore, that our democracy is based wpon the right of the individual. 
This I think is private enterprise, and I think that if Government 
supplants this by getting into a situation by Government lending 
where private enterprise can do the job, where Government takes over 
the control of the home of the individual where the individual him- 
self can supply the home, then the Government is antiprivate enter- 
prise. I think it supplants instead of supports and assists. I have 
attempted to clarify my notion and my idea about private enterprise 
and the individual. 

Senator Leuman. Mr. Cole, I certainly agree with your definition 
of free enterprise, including voting, and your description I think has 
been a good description of democracy. But what disturbs me a little 
bit is that I do not see that there is anything in this bill as we have 
had it or as is proposed in my bill that in any way interferes with or 
minimizes private enterprise. Quite the opposite. I am trying to 
get more construction carried on by private enterprise. It seems to 
me the only governmental aid that has been given in this bill really 
is in two particulars: one, to provide public housing for very low- 
income people, and that is a matter no different from many other 
social activities which we have undertaken. There is one very great 
variation from what I believe your definition of private enterprise is, 
and that is that we, the Government, have really socialized credit to a 
certain extent. I found no objection to that. Weare making credit 
available. We are protecting credit. We are giving great advan- 
tages to the people who furnish the credit. That is the one particular 
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in which I think the Government might be criticized. I do not criti- 
cize it. Iam all for it. But that is the one thing that is at variance 
with the definition of private enterprise that has been held by so many 
people. Except for that, it seems to me that what we are trying to 
do here is to get more building done, more houses, more homes, more 
repairs, more urban resettlement and development, more rehabili- 
tation. 

Mr. Cotz. Senator, I appreciate that, and I also appreciate the 
fact that our objectives are the same. It may be that we differ as to 
the method of obtaining them. I have said in a hearing in the House 
the other day that I am neither as conservative as some people say I 
am, nor am I as liberal as some people say I am. 

May I say this to you, sir: As we develop our testimony on the 
amendments with respect to FNMA, I think that the issue will be 
rather sharply outlined. If I may try to make a statement of the 
issue in 1 sentence, or 2, it is this, in my judgment: My approach as 
Housing Administrator is to do everything I can to assist the savers 
to use their: money, in other words, the lenders to use their money which 
the savers give to them for this purpose; first, that the Government 
only, assist and support, when necessary, and that the Government 
step in when this does become necessary, but not to do this in such a 
way that you will take from the savers their opportunity to save their 
money. Now, I think we can demonstrate to you, sir, that your bill 
does do that very thing. In other words, it is my judgment. that if 
your amendments are approved by the Congress it will practically. dry 
up the funds available to the people of this country from sources such 
as life insurance companies, savings and loan companies, commercial 
banks, and savings banks—practically dry it up. 

We will be happy. to pursue. this diseussion. when we come to this 
title, because I think it is a very important issue and a very necessary 
one that. we get out on the table and talk about and discuss. 

Senator Leuman. I agree with you. Would you do away with the 
guaranties given to the banks or lenders for giving mortgages? 

Mr. Cotz. No. 

Senator Lenman. Where does it dry up anything? Where does it 
dry up credit? 

Mr. Coie. The bill you are mentioning ? 

Senator LeuMan. Yes 

Mr. Corz. The, bill which you, are suggesting or the amendments 
which you are suggesting would provide a national mortgage asso- 
ciation, which, would come. into, direct. competition with and remove 
from the market the private savings of the people. It would do it in 
this fashion: You provide in your legislation, for direct loans to indi- 
viduals. These loans are made by the Government, The loans are 
not made necessarily on FHA. or GI insured, loans. They are made 
as conventional loans would be made. You provide also that the 
people eligible for these loans would be what, you designate as middle- 
income groups, but the eligibility which you set. forth for the middle- 
income, group is anyone who pays in excess of 20, percent. of their 
income for all of their housing costs, which would: include utilities, 
heat, and all the, rest—insurance, taxes, et, cetera, Now, Senator 
Lehman, the majority of the people who obtain. FHA loans, for in- ° 
stance, or conventional loans, pay more than 20 percent for shelter, 
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including these gross costs. The great percentage of the people who 
obtain loans from savings and loan institutions and life insurance 
companies do this. Therefore, if you make eligible all of the people 
who do this you would take away from the life insurance companies 
the people who pay premiums on life insurance, the people who save 
with savings and loan associations, the people who deposit with savings 
banks. You would take from them the opportunity to use their money, 
and all of that money would be used by the Federal Government in 
direct loans. It is not just a question of being in competition; it is a 
et of the Government depriving the people who want to save 
their money of an opportunity of using it, sir. 

Senator Lenman. Well, we give money for rehabilitation or im- 
provement of a home, and we make it possible for people to borrow 
from the banks at 9.2 percent—which I think is much too high—and 
we lessen the opportunity of the banks to gouge people by charging 
15 and 16 percent, as has been testified here. That is true on every- 
thing. That is true right down the line with the Government guaran- 
ties. I am not critical of the Government. I am strongly in favor of 
their program, but it is nonetheless true. Under my system, in every 
one of the categories, it would mean more building for the construc- 
tion industry, more employment for the construction workers, and the 
people who manufacture all the parts that go into a building. As I 
analyze it, I think what I am trying to do is to provide a stimulus 
to free enterprise, not a handicap. 

Mr. Coz. It is interesting that we have such diametrically opposed 
points of view, sir, because I think you would accomplish exactly the 
opposite, and one of the reasons I think you would accomplish exactly 
the opposite is that your bill provides for billions of dollars of Gov- 
ernment funds, and when the people have to come to the Government 
for billions of dollars for direct loans it would be impossible, in. my 
judgment, for us to stimulate housing and get more housing. I do 
not think the Congress can appropriate such funds, nor do I think we 
can take many more-billions of dollars from the taxpayers. I would 
rather that the taxpayers use their savings and put them into use 
themselves. This is just a point of view. I appreciate your calling 
it to my attention. 

Senator Lenman. Those are my views, because I feel that in my 
proposals I am going much further in protecting, stimulating, and 
encouraging private enterprise than you are in your bill. ~ 

Mr. Coz. Thank you, sir. 

Senator Sparkman. Mr. Mason, you gave us a very brief statement 
of six lines relating to title VIII, military housing, which you recom- 
mend be made a permanent program. Have you had occasion to go 
over the bill that has been introduced by Senator Capehart, which 
as I understand it embodies in large part the recommendations from 
the various branches of the armed services? I am not sure that it 
has been cleared by the Budget Bureau, but certainly you would have 
an interest in it. Have you examined that bill? 

Mr. Mason. We have looked at the bill, yes, sir, but again we feel 
that the military is more cognizant of their actual needs than we, and 
we look at it with a view as to how it works in an FHA program. 
The reason for this proposal in our legislation is simply to cooperate 
with the military and the committee in calling attention to the fact 
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that if this program is continued for the Defense Department it also 
must be continued in FHA. 

Senator SrarkMaN. The only question that arose in my mind as 
to its being made permanent was the fact that it was only in August, 
I believe, that it first went into effect. 

Mr. Mason. I believe, sir, that our understanding here is perhaps 
a little bit at variance. I believe that the permanence of this program 
actually depends upon how much money is authorized for these houses, 
and that our recommendation of permanence is simply that if the in- 
surance is authorized, our program will still be available. And it is 
not necessary to introduce new legislation each time that you in your 
judgment authorize such military housing. 

Senator SparkMAN. My only thought was that so far there has been 
only one project approved, if t remember correctly. 

Mr. Mason. There has been one project let, yes, sir. 

Senator SpaRKMAN. One contract let. That is the one at Abilene, 
Tex. ? 

Mr. Mason. Yes, sir. 

Senator SparKMAN. I remember we had some questions about that. 

Mr. Mason. We certainly did. 

Senator SPARKMAN. So it seems to me that perhaps the program 
ought to be allowed to run a while before we put our seal of approval 
upon it as a permanent piece of legislation. 

Mr. Mason. Again I want to say that the choice of this word “per- 
manence” may not be the best word. What we simply want to say 
is if there is title VIII military legislation that FHA should be 
empowered to go ahead and act under it. I can well agree with you, 
sir, as to your feelings that you want to have more than one look at this 
rogram. 

Mr. Conn. May I add, Senator, that from my point of view I would 
hope that there could be at some time a termination of this program. 

Senator Sparkman. Of course, there are a few other points that 
come up, and we had brought out in the hearing we had just recently. 
A discussion about the operation of the various insurance funds, and 
so forth. My recollection is that the highest default was in military 
housing. I do not mean the type that was first authorized last August, 
but in the general field of military housing. Is that not correct? 

Mr. Mason. There is an increasingly bad experience which has not 
been apparent up until this last year. Until this last year the losses 
were very small under the title VIII program, but we do now have, 
as your committee well knows, an increasingly bad experience during 
this past year with the program. 

Mr. Corz. Are you speaking of vacancies? 

Senator SparKMAN. No, it was defaults, if I remember correctly. 

Mr. Mason, Sir, I believe the thing you are thinking of is the title 
IX program, 


Senator Sparkman. I specifically said that it was military housing 
generally. 

Mr. Mason. That is right. That part of the ae housing under 
title [X is programed housing, and it is true that we have our largest 
losses currently in this program. 

Mr. Corr. May I interrupt a moment, Senator? 

Senator Sparkman. Yes. 
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Mr. Cote. You understand this was expected when the Executive 
recommended and the Congress adopted this program. By that I 
mean it was set up specially for-a special purpose, recognizing that 
there would be changes in the military plans, recognizing that we 
would have to have housing for the military, even though they might 
in the future change their plans. It was set up with the understand- 
ing that there would be a larger loss ratio in this program than in 
others. 

Senator Sparkman. Yes, sir. Of course, my own feeling has been 
that we ought to work FHA into a greater degree of responsibility 
in starting these projects. My own feeling is that we have not yet 
obtained proper coordination and correlation between the Defense 
Department and FHA. 

Mr. Mason. FHA wilbnot quarrel with you, sir. 

Senator SparKMAN. Those are things we will explore when we take 
up military housing. 

I think that since is is the end of Mr. Mason’s statement we should 
probably quit now, if you gentlemen can come back at 2. 0’clock. 

We shall come back at 2 o’clock and should be able to finish this 
afternoon. 

(Whereupon, at 12 o’clock noon, the hearing was recessed to 2 p. m. 
the same day.) 

AFTERNOON SESSION 


Senator SparkMAN. Let the committee come to order. 

I am sure Senator Capehart will be here soon, but I see no reason 
why we shouldn’t start. 

Mr. Baughman, we are right up to you, sir, aren’t we? 


STATEMENT OF J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL. 
NATIONAL MORTGAGE ASSOCIATION 


Mr. Baueuman. Yes, sir. Thank you. 

Senator SparkMAN. Yon go right ahead: 

Mr. Baucuman. Mr. Chairman and members of the committee, 
as Mr. Cole has indicated, I will diseuss title IT of S. 3302 relating to 
the Federal National Mortgage Association. This title consists of 
changes in the new FNMA Charter Act, enacted in 1954; which. sub- 
sequent operating experience has shown to be desirable. 

Operations under the new charter act commenced November 1, 
1954. There are now three separate activities: (1) the secondary 
market operations, (2) the special assistance functions, and (3) the 
management and liquidating functions.. The independence of each 
of these activities from the others is to be. stressed; the situation is 
virtually as though there were three separate corporations. Each 
hasits own assets and liabilities and its own borrowing authority. 
The charter imposes separate accountability with respect to each, and 
neither the management and liquidating functions nor the special 
assistance functions have any recourse to the corporate capitaliza- 
tion—that is, the capitalization pertains exclusively to the secondary 
market operations. 

In the main, my comments will relate to the secondary-market 
operations of FNMA. The secondary-market operations were, in 
our opinion, well conceived. We think that during the brief period 
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since November 1, 1954, remarkable progress has been made toward 
accomplishing their purposes. It is our view also that the secondary- 
market operation have served, particularly during that past several 
months, to alleviate the tightness of the general secondary-mortgage 
market. As to the future, there is ample reason to believe that the 
operations will be used to an increasing extent as the nature of the 
<ervice becomes better known, with progressively greater favorable 
effect on the general mere market. 

I do not mean to say that FNMA’s secondary-market operations 
and its special-assistance functions cannot be improved. The changes 
which we are prepared to recommend at this time are contained in 
title LI of S. 3302, and I shall comment briefly on each. 

Maximum amount of a mortgage eligible for purchase : The FNMA 
Charter Act establishes a $15,000 maximum amount limitation—as to 
each family residence or dwelling unit covered by a mortgage—on 
mortgages eligible for sale to FNMA, under both its secondary- 
market operations and its special-assistance functions. 

Section 202 

Senator SpAaRKMAN. You have it section 201. 

Mr. BaueuMman. Section 201. I beg your pardon. Section 201 is 
correct. 

Section 201 of S. 3302 would have the effect of removing the present 
$15,000 maximum limitation with respect to mortgages Sigihle for 


sale to FNMA under the regular secondary-market operations. You 
will remember that the FNMA secondary-market operations are con- 
ducted principally with funds borrowed from private investors 
through public issuances from time to time of FNMA’s corporate 


secondary-market operations debentures. 

(Questions have been raised as to whether the purposes of the sec- 
ondary-market operations might not be better accomplished if the 
present mortgage amount limitation were removed, in which case 
the mortgage ceiling governing the insuring or guaranteeing agencies 
of the Government would control. We believe that the present 
FNMA limitation is inconsistent with the objective that the secondary- 
iuarket operations should be conducted in much the same manner 
as @ private-enterprise organization conducting a similar type of busi- 
ness, having in mind that the primary sources of funds used in the 
secondary-market operations are corporate debentures sold to private 
investors and the proceeds of common-steck subscriptions. Removal 
of the limitation lban the FNMA charter would serve to encourage 
transactions involving particularly needed dwellings having three or 
more bedrooms for larger families and also housing in higher-cost 
areas. At the present time, because of the $15,000 ceiling, mortgage 
originators in higher-cost areas, including some of our larger cities, 
are precluded from using FNMA as a source of liquidity. 

Such a modification in FNMA’s purchasing requirements would not 
only give sellers a wider area in which to operate by providing an 
added outlet. for the larger mortgages, but would also enable the 
Association to acquire a portfolio which would be more diversified in 
character. From the Association’s standpoint the. possibilities of 
resale of its mortgages would be enhanced and the prospects of inter- 
esting private capital in the operations would be improved. The re- 
sulting increased rate at which the portfolio could revolve should 





114 HOUSING AMENDMENTS OF 1956 


increase the rate of subscriptions to FNMA’s capital stock and should 
hasten the transition from Bi retananit operation to private operation, 

Section 201 of S. 3302 would also remove mortgages covering prop- 
erty located in Alaska, Guam, or Hawaii from the $15,000 maximum 
amount limitation—thus mortgages covering properties in those Ter- 
ritories would not be subject to the limitation under either the sec- 
ondary market operations or the special assistance functions. 

The present maximum amount limitation is preventing the financing 
of needed housing in Alaska, Guam, and Hawaii, because of high 
building costs there. The Federal Housing Commissioner has author- 
ity to insure mortgages covering property in those Territories in 
higher amounts—up to 50 percent higher—than mortgages covering 
properties in the States. Until 1954, when the former FNMA overall 
maximum amount limitation was increased to $15,000, mortgages 
covering property in Alaska, Guam, or Hawaii could be offered to the 
Association for purchase without regard to any FNMA maximum 
amount limitation. This section 201 would restore that situation. 

Although, under its special assistance functions, FNMA established 
a special assistance program for Guam mortgages in November 1954 
and for Alaska mortgages in J uly 1955, the $15,000 maximum amount 
limitation has apparently made these programs of little or no practical 
value. 

Mr. Cote. Mr. Chairman, do you want us to stop there or proceed? 

Senator Sparkman. No. It seems to me you might go right on. 
All of this deals with FNMA. 

Mr. Core. Yes. 

Mr. BaucHMaN. Mortgage sellers subscriptions to FNMA stock: 
Section 202 of S. 3302 would grant some additional discretion to 
FN MA’s Board of Directors in determining the required rate at which 
sellers of mortgages, under the secondary market operations, must 
subscribe to FNMA’s common stock. Under the present charter pro- 
vision, the rate is 3 percent of the unpaid principal amounts of the 
mortgages or such greater percentage as may from time to time be 
determined by the Association. 

If section 202 is enacted, the rate of subscription will be 2 percent 
of the unpaid principal amounts of the mortgages, or such other greater 
or lesser percentage, but not less than 1 percent, as the Association may 
determine from time to time, taking into consideration conditions in 
the mortgage market and the general economy. 

The present 3-percent rate appears generally to be regarded, and is 
frequently cited, as constituting an excessive deterrent on the use of 
FNMA’s facilities. Many mortgage sellers are not in a position to 
maintain an investment of such a large portion of their funds in 
FNMA stock and hence, for all practical pu , are unable to avail 
themselves of the degree of liquidity which the FNMA secondary 
market operations are designed to furnish. 

The Charter Act intends generally that the Association should con- 
duct its secondary market operations in such a manner as to be 
financed, for an interim period, by private capital to the maximum 
extent feasible and, eventually, w olly by private capital. For the 
interim period some initial Government participation, represented 
by preferred stock, was provided for. Presumably, the establish- 
ment of a relatively high rate of common stock subscription was in- 
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tended and expected to speed the retirement of the Government’s pre- 
ferred stock and minimize delays in transferring the secondary market 
operations to private ownership. It may be claimed that a reduction 
in the rate of the common-stock subscription would postpone the 
ultimate retirement of the preferred stock. In proper circumstances, 
however, I believe that the recommended reduction to two percent in 
the rate of the common stock subscription requirement should result 
in an increase in the secondary market operations of the Association of 
sufficient proportion that the total of stock subscriptions would be 
larger than if the requirement were retained at the present higher 
rate. 

it is my further belief that such a reduction at this time would tend 
to strengthen the general mortgage market by furnishing mortgage 
sellers a broader base upon which to do business with the Association. 

Establishment of mortgage purchase prices: Section 203 of S. 3302 
would provide a restatement of the criterion for establishing the pur- 
chase prices of mortgages eligible for sale to FNMA under its second- 
ary market operations. Under the present charter provision FNMA 
is required to establish its purchase prices at the market price for the 
particular class of mortgages involved, as determined by the Asso- 
ciation, 

If section 203 is enacted, FNMA will be required to establish its 
purchase prices “within the range of market prices” for the par- 
ticular class of mortgages involved, as determined by the Association. 

I should like to comment on the manner in which FNMA now carries 
out the charter-imposed obligation to establish its secondary-market 
operations purchase prices “at the market price for the particular 
class of mortgages involved, as determined by the Association.” It is 
quite universally recognized, I believe, that the general secondary 
mortgage market is not an organized market like the stock market 
or the grain market and does not provide prices on a uniform national 
basis. Accordingly, FNMA requests a volume of private buyers 
and sellers of mortgages at many locations throughout the Nation 
to disclose periodically the pricing details of private sales transactions. 
The experience that has been gained shows that pricing factors affect- 
ing individual mortgages or groups of mortgages are quite diverse. 
I will mention the principal factors. 

Since investors are concerned with the rate of yield arising from 
mortgage investments in comparison to other types of investments, 
the interest rate of a particular mortgage loan becomes an important 
pricing factor. Another factor is the amount of the mortgagor’s 
equity, generally represented by downpayment—when the relative 
equity is greater there is presumably less liklihood that the investor 
will incur a loss or be put to the trouble and expense of liquidating 
the security. Mortgage servicing problems may be increased when the 
security is located at a distance from population or financial centers, 
or the applicable foreclosure laws may require cumbersome and pro- 
tracted procedures, and so the geographical or jurisdictional location 
of the mortgaged property may be a pricing factor. Still another 
factor is the tength of the term of the loan, because the risks flowing 
for economic unknowns become greater as the term lengthens. 

The information which FN gathers periodically concerning the . 
pricing details of individual private sales discloses that transactions 
are effected within a range of prices. FNMA discharges its obliga- 
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tion to determine the market price by ascertaining and establishing 
what it considers to be the average market prices within the price 
ranges. The continuing pricing surveys conducted by the Association 
show that while, under the procedures followed, it is possible for 
FNMA’s purchase prices to be slightly higher or slightly lower when 
compared with selected individual transactions, nevertheless the estab- 
lished FNMA purchase prices are closely akin to the average market 
prices within the price ranges disclosed by the sales transactions of 
private investors m the general secondary-mortgage market. The 
Association is always prepared to make appropriate adjustments in 
its purchase prices whenever proper evidence shows that changes have 
occurred in the general market applicable to like transactions. 

Experience gained by FNMA since the pricing provision of the 
charter act became effective, November 1, 1954, has indicated that the 
pricing factors affecting individual mortgages or groups of mort- 
gages are so diverse that it is not practicable to comply literally with 
the requirement that prices be established “at the market price.” It is 
practicable, however, to ascertain ranges of market prices from time 
to time. 

Since it is not practicable to comply literally with the present charter 
criterion that purchase prices should be established precisely “at the 
market price,” as I have shown, we recommend the charter change 
contained in section 203 which would call for the establishment of 
purchase prices, under the secondary-market operations, within the 
range of market prices for the particular class of mortgages involved 
as determined by the Association. 

Mr. Chairman, this concludes mv prepared statement. 

Senator Sparkman. Thank you, Mr, Baughman. 

Senator Lehman. 

Senator Leuman. No questions. 

Senator Sparkman. Mr. Baughman, I wanted to ask you a few. 

Back on page 5, you describe section 202 and say if it is enacted the 
rate of subscription will be 2 percent of the unpaid principal amounts 
of the mortgages, or such other greater or lesser percentage, but not less 
than 1 percent. Isthere no ceiling? 

Mr. Bavenman. There isn’t any ceiling. 

Senator Sparkman. There is a floor of 1 percent but the ceiling 
would be dependent upon good judgment of the FNMA directors. 

Mr. Baveuman. That is correct. That is the way the law reads 
now :3 percent or more; there is no ceiling. 

Senator SparkMAN. Three percent or more. 

Mr. Baveuman. Yes, sir. 

Senator Sparkman. This would be 1 percent or more. 

Mr. Bavenman,. That is correct. 

Senator Sparkman. And it would be your thought that it would 
probably be run at 2 percent ? 

_ Mr. Bavewman. That is the way we feel about it at the present 
time; yes, sir. 

Senator Sparkman. You have seen the bill that was introduced by 
the chairman of our full committee, Senator Fulbright. Would you 
comment on that ¢ 

That provides a flexible or variable rate, I believe. 

Mr. Core. Mr. Chairman, may I interrupt ? 

Senator Sparkman. Yes. 
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Mr. Coie. We have a rather full statement on it because we do 
think it is quite important. If you have the time, I think it would 
be well for Mr. Baughman to read the entire statement on this bill. 

Senator SpaRKMAN. Fine. I would be very glad. 

Mr. BaucuMaANn. According to its title, S. 3296 is a bill to amend 
the Federal National Mortgage Association Charter Act to encourage 
private transactions in FHA-insured and VA-guaranteed mortgages 
at stabilized prices which approach or equal par value of such mort- 
gages, and for other purposes. 

We strongly recommend against enactment of the bill because its 
main proposals are inconsistent with the overall plan for the develop- 
ment of FNMA’s secondary market operations. 

The secondary market operations of FNMA, to which sections 1 and 
2 of the bill are directed exclusively, were provided by the Congress 
in 1954 as a plan for and a means of developing, within a foreseea- 
ble period, an organization of sufficient size and with sufficient pri- 
vate capital and other established sources of non-Government financ- 
ing that it could serve to provide effective supplementary assistance 
to the general secondary mortgage market. The attainment of that 
goal would promote the private economy and would furnish relief 
to the Government with respect to the very substantial financial bur- 
den heretofore assumed by the Government in relation to the general 
secondary mortgage market. 

Under the FNMA Charter Act the mechanics for accomplishing 
the important task of accumulating capital for the new secondary 
market operations are such that the Government has subscribed for 
approximately $93 million of FNMA’s preferred stock, and private 
mortgage sellers have been and are subscribing for common stock at 
the present rate of 3 percent of the unpaid balance of all mortgages 
sold to FNMA under the secondary market operations. The pro- 
ceeds of common-stock subseriptions, together with applicable sur- 
plus, will be available for the retirement of the Government’s pre- 
ferred stock investment. Upon such retirement, the secondary mar- 
ket operations would have become an effective organization and would 
be qualified for private ownership and management by the holders’ 
of the outstanding common stock. Additional operating funds, as 
needed, are and would be obtained from the sale to private investors 
of FNMA’s nonguaranteed corporate debentures of the secondary 
market operations, but the amount outstanding at any one time may 
not exceed 10 times the capital and surplus. 

There are outstanding at the present time in the hands of private 
investors $100 million of such secondary market operations deben- 
tures. More than $4 million of common stock has been subscribed 
and paid for. 

Currently, and since November 1955 mortgages are being purchased 
by FNMA under the secondary market operations at an annual rate 
in excess of $300 million. 

The purpose of FNMA’s secondary market operations, as stated in 
the corporate charter, is to— 
provide supplementary assistance to the secondary market for home mort- 
gages by providing a degree of liquidity for mortgage investments, thereby im- 


proving the distribution of investment capital available for home mortgage 
financing. 


75333—56——_9 
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We believe that in the brief period since inception on November 1, 
1954, remarkable progress has been made toward accomplishing that 
parposn We believe, also, that the secondary market operations 
1ave served, particularly during the past several months, to alleviate 
the tightness of the general secondary mortgage market. As to the 
future, if the basic objective is not discarded, there is ample reason to 
believe that the facilities of the secondary market operations will be 
availed of to an increasing extent as the nature of the service becomes 
better known, with even greater future favorable effects on the general 
secondary mortgage market. All of this is in accordance with the 
original plan. 

The purposes of sections 1 and 2 of the bill, S. 3296, appear to be 
wholly at variance with the basic plan that the secondary market 
cpssetions would constitute a means of developing, within a foresee- 
able period, an organization of sufficient size and with sufficient private 
capital and other established sources of non-Government financing 
that it could, without need for Government financing, serve to provide 
effective supplementary assistance to the general secondary mortgage 
market. 

Section 1 of the bill provides for a reduction or even the elimination 
of mortgage sellers’ subscriptions to FNMA’s capital stock, in certain 
circumstances. If the secondary market operations purchase price, 
which should properly be based solely on the rating of the mortgage 
by the standards of the general secondary market, were at or below 
the range 96-9514, the seller would be excused from any stock sub- 
scription. If the purchase price were at or above the range 99-9814, 
the seller would be obligated to subscribe in full for 3 percent of stock. 
As the amount of the purchase price decreased between these two 
ranges, the obligation of the seller to subscribe for FNMA common 
stock would decrease in a like amount. 

If the secondary market operations are to constitute a means of 
transition from a Government operated and financed secondary mar- 
ket facility to one financed, owned, and managed by private interests, 
we think that provision must be made for the continuous progressive 
accumulation of adequate amounts of necessary capital. We believe 
that this indispensable requirement for a large volume of capital 
accumulation dictates the need that all mortgage sellers electing to sell 
mortgages to FNMA under the secondary market operations must sub- 
scribe to FNMA’s stock on an equal basis, dependent only upon the 
volume of their sales. Purchase prices, which are gaged by market- 
ability factors not subject to FNMA/’s control, have no proper bear- 
ing on the problem of procuring capitalization to provide for the 
continuance and future growth of the service rendered by the sec- 
ondary market operations. Any other plan, such as that proposed in 
the bill, would not be equitable, and the undertaking to achieve an 
effective organization that would not be dependent upon Government 
financing must fail. 

Contrary to the line of reasoning followed by the bill, it occurs to 
us that FNMA’s secondary market operations are of greater assist- 
ance—are more nearly indispensable—to sellers of the mortgages that 
have fewer buyers and command lower purchase prices. It could be 
argued with some force that such mortgage ‘sellers should subscribe 
to a greater percentage of FNMA stock than other mortgage sellers. 
But we do not endorse that view. As has been stated, we believe there 
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is only one equitable method of capitalizing the new FNMA sec- 
onday market operations—by requiring subscriptions on an equal 
basis from all sellers of mortgages, dependent only upon the volume 
of their sales. 

Since no one denies that the obligation to subcribe to FNMA com- 
mon stock is a deterrent to the use of the secondary market operations, 
there would be relatively little incentive under the bill to sell to FNMA 
such mortgages as could command a purchase price above the range 
96-9514. As a consequence the portfolio would become unbalanced ; 
for example, it would likely contain a great volume of low- or no- 
equity mortgages as compared to mortgages covering properties with 
higher equities. 

The consequences of the foregoing seem quite plain: (1) The port- 
folio would consist predominantly of the lower priced mortgages; 
(2) since there are fewer sales outlets for such mortgages, the portfolio 
might not revolve to produce funds for future mortgage purchases; 
and (3) since the mortgages were purchased without benefit of stock 
subscriptions, and because the borrowing authority is restricted to 10 
times the capital and surplus, there woul be no other source of funds 
for future mortgage purchases. In short, the secondary market oper- 
ations would be solidly frozen, unable to continue their present growing 
service of improving the distribution of investment capital available 
for home mortgage financing by providing a degree of liquidity for 


mortgage investments. In addition, (4) the lack of subscriptions to 
stock would defer indefinitely, if not permanently, achievement of the 
goal of furnishing relief to the Government with respect to its prior 
substantial financial burden in relation to the general secondary mort- 


gage market, 

The overall implication of the bill, S. 3296, is that there is something 
discriminatory and wrong about the fact that in the general secondary 
mortgage market not all FH A-insured and VA-guaranteed mortgages 
command a price equal to their face, or a price that is at least uniform 
in all jurisdictions and under all conditions. There are a number of 
reasons why there may properly be variations in prices. 

Pricing factors affecting individual mortgages or groups of mort- 
gages are quite diverse. An enumeration of the principal factors 
should include the following: (1) Since investors are concerned with 
the rate of yield arising from mortgage investments in comparison 
to other types of investments, the interest rate of a particular mortgage 
loan becomes an important pricing factor; (2) another factor is the 
amount of the mortgagor’s equity, generally represented by downpay- 
ment—when the atte equity is greater there is presumably less 
likelihood that the investor will incur a loss or be put to the trouble and 
expense of liquidating the security; (3) mortgage servicing problems 
may be increased when the security is located at a distance from popu- 
lation or financial centers, or the local tax laws may be unfavorable to 
investors, or the applicable foreclosure laws may require cumbersome 
and protracted procedures, and so the geographical or jurisdictional 
location of the mortgaged property may be an important pricing 
factor; and (4) still another factor is the length of the term of the 
loan, because the risks flowing from economic unknowns become 
greater as the term lengthens. 
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The principal objective of section 2 of the bill appears to be to re- 


quire that, to some substantial degree, FNMA’s secondary market 
operations— 


be so conducted as to promote stability in the mortgage market and so as to 
reduce price discriminations between different geographical areas. 

As has just been noted, there appear to be understandable reasons 
why price differences, which in our judgment do not constitute dis- 
criminations, exist among various jurisdictions. 

An undertaking by FNMA in its secondary market operations to 
establish arbitrary purchase prices that would reduce price differences 
among various geographical areas could mean only that FNMA’s pur- 
chase prices must be increased for those jurisdictions producing mort- 
gages having only limited sales outlets. Such action would dispro- 
portionately increase the rate of sale to FNMA of those mortgages 
characterized by limited investment appeal, with the result that the 
portfolio might be expected to become frozen. The consequences of 
such a frozen portfolio have already been explained. 

With respect to the requirement contained in section 2 that the 
secondary market operations, to some substantial degree, shall be so 
conducted as to promote stability in the mortgage market, we infer 
a legislative intent that FNMA’s purchase prices under its secondary 
market operations should be established ope ene higher than the 
like prices of purchase-sale transactions of private enterprise organi- 
zations. This inference is supported by the title of the bill which 
refers to stabilized prices which approach or equal par value, 


There are a number of objections to this requirement. We are 


convinced it would be wrong to require FNMA, in its relationship to 
its private stockholders that hold an equity investment of more than 
$4 million, to perform any act not entirely consistent with the best 
interests of those stockholders. The common stock of FNMA was 
acquired in good faith and in reasonable reliance upon a continuance 
of customary and accepted businesslike operations of the type pro- 
vided for in the corporation’s congressional charter. Any legislative 
requirement that FNMA purchase mortgages under its secondary 
market operations at prices in excess of the market price range would 
be prejudicial to the holders of the common stock, and would have a 
marked unfavorable effect on the value of both the debentures and the 
stock that are already outstanding. We believe that any such legis- 
lative requirement would affect adversely the attitudes of investors 
generally and make difficult, or impossible, the essential future sales 
of corporate debentures of the secondary market operations. 

It should be pointed out on the positive side, in this connection, that 
in the present secondary market operations FNMA’s current pur- 
chases of FHA-insured and VA-guaranteed mortgages at the rate of 
more than $300 million a year tend quite naturally to promote stability 
in the general secondary mortgage market. As the secondary market 
operations develop in size and grow in stature it is reasonable to ex- 
pect that the degree of stabilizing influence flowing naturally from 
the conduct of the operations will continue to increase. 

Another objection to requiring FNMA in its secondary market 
operations to establish purchase prices which are not consistent with 
the market values of the mortgages offered to it is the resulting crea- 
tion of an artificial situation tending to force normally competitive 
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mortgage buyers or investors into other fields of investment. Such 
an outcome would seem to be self-evident. The situation would neces- 
sarily draw FNMA nearer to the originating or primary mortgage 
market—away from its basic purpose of providing supplementary 
assistance to the general secondary mortgage market. 

Still another objection to the establishment of higher stabilized 
prices under the secondary market operations, with the natural re- 
sultant increases in mortgage purchases, is the inconsistency between 
such a requirement and the charter-imposed mandate, which the bill 
would retain, that the purchases shall be at such prices as will reason- 
ably prevent excessive use of the secondary market operations. 

Section 3 of the bill is concerned with reports to be required by the 
Federal Housing Administration and the Veterans’ Administration. 
We, therefore, offer no comment covering section 3. 

In summation, we consider that sections 1 and 2 of the bill contain 
proposals which would postpone indefinitely or permanently a goal 
that under existing law is attainable within the foreseeable future. 
That goal is to develop FNMA’s secondary market operations into 
an organization of sufficient size and stature, and with sufficient pri- 
vate capital and other established sources of non-Government financing 
that it could, without need for Government financing, serve to provide 
effective supplementary assistance to the general secondary mortgage 
market. 

We consider, finally, that it would not be proper that such a special- 
purpose organization as FNMA’s ecenivey market operations, which 
are financed in the main by private funds, should be expected to accom- 


plish a governmental objective of planned mortgage market price 


stabilization. 

We are authorized to advise that the Bureau of the Budget rec- 
ommends against enactment of 8S. 3296. 

Senator Sparkman. Thank you, Mr. Baughman. 

At this point, without objection, I will place in the record a state- 
ment made by Senator Fulbright, the chairman of this full commit- 
tee, in the Senate upon the occasion of his introducing S. 3296. 

(The statement referred to follows :) 


STATEMENT BY SENATOR FULBRIGHT INTRODUCING A Britt To AMEND THE FEDERAL 
NATIONAL MORTGAGE ASSOCIATION CHARTER ACT 


Mr. President, on behalf of myself and Senator Sparkman, I introduce a bill 
to make several changes in the Charter Act of the Federal National Mortgage 
Association. 

I wonder how many Senators are aware of what it costs to borrow money to 
buy a house in this country? I’m not talking about the price of the house, the 
interest rate, the taxes and insurance, or the so-called closing charges—I refer 
merely to the fee charged by lenders when purchasing loans insured or guaranteed 
under the FHA and VA programs. 

In order to get a 30-year, $10,000, Government-guaranteed loan, at 414 percent 
interest, this is what the home buyer, or the home builder, or both, must pay to 
the lender : 

(1) $300—in the States of Connecticut, Delaware, Illinois, Massachusetts, 
New Jersey, New York, Ohio, Pennsylvania, and Rhode Island. 

(2) $350—in the States of Colorado, Georgia, Indiana, Maryland, Missouri, 
New Hampshire, North Carolina, Tennessee, Texas, Vermont, Virginia, Wisconsin, 
and the District of Columbia. 

(3) $400—in the States of Alabama, Arizona, Arkansas, California, Florida, 
Iowa, Kansas, Kentucky, Maine, Michigan, Minnesota, Mississippi, Nebraska, - 
Oklahoma, Oregon, South Carolina, Utah, and Washington. 
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(4) $450—in the States of Idaho, Louisiana, Montana, Nevada, New Mexico, 
North Dakota, South Dakota, West Virginia, and Wyoming. 

In citing these figures, I am relying on the quotations of the Federal National 
Mortgage Association. Existing law, as interpreted by the FNMA, requires 
it to establish purchase prices for Government-guaranteed loans at “the market 
price” for such loans. The charges I have cited, from $300 to $450 are taken 
from the current FNMA purchase-price schedule and, therefore, are apparently 
representative of what long-term private lenders are charging. 

For what purposes are these charges made? Is it for some service rendered? 
Is it because the mortgages are inferior paper? Is it because the houses are 
poor securities, or because the borrowers are poor risks? No; the charges are 
purely and simply a method of increasing yields, because the market will bear 
them. The maximum permissible interest rate for these virtually risk-free loans 
is 444 percent. However, by charging from $300 to $450 “discount,” which is 
the term used to describe the fees I refer to, the lenders automatically raise the 
interest rate, or the yield, to an amount above the 4%4-percent maximum. 

“Discounts” are the result of supply-demand conditions in a fixed-interest, 
long-term, money market, and I am not condemning them, as such. I do main- 
tain that their wide fluctuations, and their persistent high rates are unnecessary 
and are injurious to the stability of the national economy. The regional dif- 
ferentials are unfair and discriminatory, when it is considered that these mort- 
gages are guaranteed or insured by the Federal Government. 

Now it can be argued, and with considerable persuasion, that the only solution 
is to support the mortgage market with unlimited amounts of Federal money 
during periods of long-term money shortages. While I admit that such action 
would undoubtedly support a par market for FHA and GI loans, I do not admit 
that this is the only way to relieve the situation. 

I believe that the modest amounts now available to the Federal National Mort- 
gage Association can be used to reduce discounts. The FNMA interpretation of 
existing law causes it to “follow” the market, whereas I believe the proper role 
of that Association should be to “lead” the market, or at least to influence it in 
the direction.of stability and nondiscrimination merely on the basis of the State 
in which a mortgage originates. Furthermore, I believe that existing require- 
ments, regarding the purchase of FNMA stock by mortgage sellers, enables fur- 
ther increases in discounts to be charged by other purchasers in the secondary 
mortgage market. If FNMA quotes a price of 95 percent, less one-half of 1 per- 
cent for service fee, less 3 percent for FNMA stock, the seller actually receives 
only 9144 percent of the mortgage amount. Thus, the effective price offered 
by FNMA in the market place is not 95 percent, which is represented as the 
“market price,” but is 9144 percent which is the actual liquid return offered by 
FNMA. The practical effect of this is to lower the “market price” to somewhere 
between 9114 and 95 percent. 

Nobody knows with any degree of certainty what actual quotations are made 
in the secondary mortgage market. One may make informed judgments based 
on specific transactions, but this market is not published like the prices for 
stocks, bonds, agricultural commodities, and other items traded daily in the 
American economy. I believe that the agencies of the Government and the 
public in general deserve more specific information about discounts in the sec- 
ondary market for Government-guaranteed mortgage loans, 

For these reasons I am introducing a bill with three major purposes. First, 
my bill revises section 3038 (b) of the FNMA Charter Act in the following 
ways: 

(a) Whereas existing law requires the seller of a mortgage to the FNMA to 
buy at least 3 percent of the mortgage amount in FNMA stock, this bill would 
establish a formula under which the stock purchase requirement would vary 
from 0 to 8 percent, and 

(b) The variable stock purchase requirement would operate so that if the 
FNMA purchase price is 9514 percent or below, then no stock purchase is 
required ; if the FNMA purchase price is 96 percent, then only one-half per- 
cent stock purchase could be required; if the FNMA purchase price is 96% 
percent, then only 1 percent stock purchase could be required, and so on. If 
the FNMA purchase price is 98% percent or above, then up to 3 percent in 
stock purchase could be required. 

If discounts cause purchase prices to drop to 95% percent, then the present 
stock purchase requirement only serves to further depress the market. I believe 
that this formula for varying the stock purchase requirement will tend to lower 
discounts without causing an unreasonable increase in FNMA purchasing activity. 
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Secondly, my bill revises section 304 (a) of the FNMA Charter Act to change 
the bases upon which the association determines its purchase price schedules. 
Under existing law the association establishes its purchase prices at the market 
price for the particular class of mortgage loans involved, This language has 
been interpreted to cause the association to follow the market and thereby 
tends to influence the market downward. My bill would require the association 
to fix its prices under three criteria; as follows: 

(a) its prices should promote stability in the secondary market, and 
reduce price discriminations between different geographical areas, 

(b) its prices should reasonably prevent excessive use of the association’s 
facilities, and 

(c) its prices should permit the association to operate within its income. 

I believe that price schedules fixed under these criteria will enable the associa- 
tion to influence the market upward and toward a more uniform national price 
without an unreasonable increase in its purchasing activities. 

Thirdly, my bill requires the FHA and the VA to gather and analyze data 
with respect to sales of insured and guaranteed mortgage loans, and thereby 
build up a precise body of acknowledge on the subject of discounts. I understand 
that this work will not add appreciably to the administrative expenses of the 
FHA, since that agency already requires reports of trading in insured mortgage 
loans. The gathering of this data may involve 4 small additional expense to the 
VA. However, it would be well worth while. 

Mr. President, I cannot state too strongly my opinion that something must 
be done to equalize the cost of home financing in the various sections of the 
country. The savings of the people of the South, Southwest, and Far West flow 
into the eastern money markets, and are being sent back to these people at added 
costs for which there is no reasonable justification. 


Senator Sparkman. Senator Bush. 
Senator Busn. I have no questions. 


Senator Sparkman. Do you have any questions, Senator Lehman? 
Senator Lenman. No questions. 


Senator SparKMan. Well, Mr. Baughman, the thing that gives me 


concern—and I am sure this is the — that moved Senator Ful- 


bright, too, te initiate this legislation and has moved others to suggest 
some kind of legislation, is the discount practice that has grown to 
rather serious proportions. Do you have any suggestion as to how 
that can be reached ? 

Let me say this: I cannot quite go along with what you seem to 
think in your statement or seem to point out that we should not be 
concerned with the different levels at which mortgage money is avail- 
able in different parts of the country. 

I realize that these factors enter into it, but my concept of FNMA 
has been from the beginning that it did have some responsibility in 
that field. I have felt that it has been administered, certainly at 
times, so as to give stability to the general market when it was bad 
and at other times to reach certain difficult situations or areas. 

Am I wrong in my concept of the function of FNMA ? 

Mr. Baucuman. I would just like tosay this: Under the old FNMA 
which was a Government-financed operation, there were no differences 
between the prices paid in various sections of the country. I would 
say under our special assistance operations which are in effect today, 
which is again financed by the Government and covers special housing 
programs, that there is no difference between prices we pay in any 
section of the country. 

I do want to say this, that we are now talking about the secondary 
mortgage market operations. 

The secondary market operations, as I said in my statement, are | 
financed generally by private funds. _We hope eventually they will 
be financed entirely by private funds, and it is difficult to understand 
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why it, being partly owned by the Government and partly owned by 
the stockholders and financed with the funds of private investors, 
should go out and attempt to stabilize or regulate the prices of mort- 
gages all over the United States. I don’t believe it is a function of 
a private secondary mortgage market organization. 

Senator Sparkman. Well, I wonder then if we made a mistake by 
changing it. 

I have long supported the idea of a privately owned secondary 
market operation such as we are trying to convert FNMA into at the 
present time, but it does seem to me that certainly one purpose ought 
to be to have a generally stabilizing effect. 

Mr. Baveuman. I think the natural result of the FNMA second- 
ary market operating is a stabilizing effect. I think you will see 
that. 

Now you saw a period of time in the last year when money was 
very hard to get, and—— 

Senator Sparkman. It was pretty slow. 

Mr. BavcuMan. Yes. 

Senator Sparkman. And the discount rate became pretty high. 
Mr. Baveuman. Yes. And, of course, we only hear of the ve 
worst cases. I don’t think it was quite as bad as some of us heard, 
and there were not many cases where mortgages were selling as low 
as we did hear in many sections of the country. However, I think 
the market is improving, and if FNMA were to exercise sufficient 
foresight and had been organized a little longer and established a 
little better, I think we could have had a much greater effect on the 

market last year than we did. 

Senator SparkMAN. In other words, you anticipate that as it grows 
stronger on this new capitalization it will be able to have a greater 
influence on the market itself? 

Mr. Baveuman. I certainly do. 

Mr. Corr. Mr. Chairman, may I comment? 

I hope we will keep the issue clear, and that is that the program 
about which Mr- Baughman is testifying is a secondary market fa- 
cility. He is not talking about a Government-supported stabilizing 
facility. By that I mean the purpose of the secondary market fa- 
cility 1s to provide a degree of liquidity to support the market. True, 
it is to aid in the distribution of mortgage investment capital through- 
out the country, and FNMA’s secondary market operations do have, 
as Mr. Baughman said, an effect of stabilization. But let’s make it 
very clear that the primary purpose of the secondary market opera- 
tions of FNMA is not stabilization. It is to obtain funds from pri- 
vate investors to be used in the purchase of mortgages, and then later 
to assist in the flexibility of the market by selling these mortgages. 

If we are to continue the Federal National Mortgage Association 
with this responsibility and objective, then we point out that we can- 
not enter into a field of primarily stabilizing the market. In other 
words, we cannot buy mortgages at a price in excess of the market. 
We must remain with the market. 

Now on the question of whether or not it is wrong for a mortgage 
to be sold in Kansas where I happen to live at a price lower than 
it is sold in New York where Senator Lehman lives, it seems to me 
that this is not basically wrong. 
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Senator Lehman will pay more for wheat in New York than I pay 
for wheat in Holton, Kans. I will pay more for a car in Holton 
than someone who lives in Detroit. This is part of what I call the 
private-enterprise system. There are differences of prices. 

Now if we want to level these differences out, if we decide that, 
home mortgages are of such importance that the Government should 
step in and stabilize those prices through support, then we should 
recognize what we are doing. 

I don’t believe that it is necessary, No. 1, because the differentiation 
in the prices is not very great. 

No. 2, if through FNMA/’s secondary market facility a mortga 
is made available to me in Holton, Kans., at a price, then I am able 
to get it. I am able to get the mortgage money. This provides a 
flow of funds so that out in Kansas we can obtain the funds. True, 
it may cost us a little bit more, but it costs us a little bit less in taxi 
fares; it costs us a little bit less in rent; it costs us a little bit less 
in material ; it costs us a little bit less in construction. 

The cost balances off pretty well, and while I like New York City, 
I still think that it is pretty economical to live in Holton, Kans. 

Now my point about it is this, that we must recognize the financial 
facts of life, and the financial facts of life are these: You obtain 
money for mortgages from a number of sources. You obtain money 
for mortgages from the life-insurance companies, from the savings 
banks, from the savings and loan institutions, from commercial banks, 
and I think maybe we may be able to obtain mortgage money from 
pension funds in the future and other sources. 

One of the sources now available is the Federal National Mortgage 
Association. We could add to it through many other facilities. We 
could add other sources of funds by the use of tax funds, by the 
use of debentures, guaranteed or not guaranteed by the Government. 

But it is our judgment that we should do everything we can, sir, 
to permit the funds, the flow of funds, as I said this morning, from 
the savers to the people of the country for this purpose and that 
only under extraordinary circumstances does the Government step in 
and make direct loans. 

Now FNMA has another operation, the special-assistance functions, 
where we believe that the public interest is such that funds must 
be made available if otherwise they are difficult to obtain. Therefore, 
we do permit advance commitments and in indirect effect make Gov- 
ernment loans. 

These are such loans as are available for cooperatives, for section 
221 rehabilitation housing, for section 221 low-cost private enterprise 
housing built for displaced families, and for disaster housing. 

So we do recognize at times that it becomes necessary for the Gov- 
ernment to take steps to support, but we don’t think in the general 
market that this isn U 

Senator Sparsman. I recognize the force of the statements that 
you make, but T cannot escape from the feeling that Congress in set- 
ting up FNMA originally and in continuing it has thought of it as 
being an agency to help stabilize the market. 

Now let me ask you this question: Am I to understand from what 
you both say that FNMA should remain active in the market regard- - 
less of the availability of mortgage funds or should it be less active 
when money is available and more active when money is less available? 
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Mr. Cots. It isn’t a question of what it should be. It is a question 
of what it will be. 

Senator Sparkman. If properly run, what will it be? 

Mr. Coxe. If it is properly run, sir, under the legislative history of 
FNMA, in my judgment, it will buy more mortgages in a tight mar- 
ket and not as many mortgages in a free market. 

Senator SparkMAN. In other words, isn’t that for the stabilizing 
effect ? 

Mr. Coxe. Yes; I think it will have some stabilizing effect, sir; but 
my point is the stabilizing effect should not be to an artificial degree. 

Senator Sparkman. I thought. you were deemphasizing the stabi- 
lizing effect of it and putting the emphasis on being able to draw pri- 
vate funds in with which to retire the capital. 

Mr. Coz. The stabilizing effect is there; and, if the chairman will 
recall, I said so. But I also said that in order to accomplish the sta- 
bilizing effect we would not under the legislative history of the sec- 
ondary market facility stabilize the market to such an extent that we 
would be supporting the market and be in competition with the private 
investors in the secondary market. 

It does have a stabilizing effect, surely. 

Senator Sparkman. Mr. Baughman, you stressed the servicing 
charge and, of course, that is a real factor; but isn’t the availability of 
money in some areas of the country, nonavailability in others, a real 
factor, too? 

Mr. Baueuman. Well, I think the availability of money has its 
effect on what prices are paid for mortgages. That is true; and I 
think at the present time and for maybe some time past money has 
been available, but it has been at a price. I think that is true of a 
tight market. 

Mr. Corz. Mr. Chairman, that is a real problem, the availability 
of money. I know this committee is concerned with this problem. 
T know that Congress is concerned with it, and we certainly are in 
the Agency. 

We are attempting to do everything we can to create a greater 
fluidity, flexibility, channeling of funds from the areas having con- 
centrations of savings to the expanding and perhaps—I use the word— 
“remote” areas. 

We are setting up and have an organization, have in operation the 
Federal National Mortgage Association, the Voluntary Home Mort- 
gage Credit Committee, and a number of others. 

Senator SparKMAN. I was going to ask you about that: How it is 
operating ? 

Mr. Cots. I think it is operating quite well. It is ranning now at 
a rate of about $200 million a year, and while it is an infant organiza- 
tion in the very early stages of its operations, I have great hopes that 
it will attract funds into the areas which have normally not attracted 
funds in the past. We think it has a t possibility for the future. 

Senator SparkMAN. What doyou rely upon as to your information! 
Is it adequate to guide you in your pricing policies? Just how do you 
determine what you pay for, for abtanent 

Mr. Baveuman. Well, we request: people in this particular mort- 
gage business throughout the United States to report to us. Each 
month we make a survey of the sales prices of mortgages within each 
particular State. We usually get it from 3 or 4 sources within the 
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State. We do not use the same source all the time. We go to different 
sources, and I want to say that FHA does the same thing with its 
inquiry on prices and so does the Veterans’ Administration. All of 
our prices are very much in line. 

We have really developed it to the point where we know pretty 
much what prices mortgages are selling at in each particular State 
or area. 

Senator SparkmMAN. If you find that down in a remote area of 
Arizona, we will say, the thas money markets are offering to buy 
mortgages at a discount of 5 points; is that what you offer? 

Mr. Bavenman. No. We actually take sales of mortgages as a 
criterion. 

Senator Sparkman. You what? 

Mr. BaveuMan. Take the actual sale, transaction. 

Senator SparkMAN. Well, if you learn then that they are selling at 
that rate, then that becomes your rate ¢ 

Mr. BaveHMAN. Yes. 

Senator Sparkman. In that particular area ? 

Mr. Bavenman. Well, I would not say—I just want to say this: 
I do not want that to go by. We do not take that individual trans- 
action. 

Senator Sparkman. Oh, I realize that. But I meant generally. 

I say to you frankly I do not know what the answer is, but it seems 
to me there is something wrong when an interest rate is set at which 
a home purchaser ought to be able to buy his home or get a mortgage 
on his home—the same thing applies to the Gi—and then to have a 
discount in the handling of that mortgage which is bound to result 
in one of two things, as I see it: Either build up the cost of that 
home to the purchaser or trim the value of that home that is being 
built, resulting in the cutting of corners or anything to be done. 
Somebody is going to lose money. Either the home purchaser or the 
person who built it or else there is going to be trimming all the way. 

Mr. Core. Mr. Chairman, I recognize and am very sympathetic 
with that point of view. Again, however, I want to point out that 
when the Congress does something about it, if you do something about 
it, let us do it by meeting the issue very squarely. 

Senator Sparkman. I agree with you. What I am doing now is 

roping. 
. Mr. Decal We have no perfect answers for the problem, sir. We 
do not intend to say to you that we do. But what I am saying is this, 
and this has to do, I think, Senator, with your inquiry about the 
title lofthe FHA. Maybe not, but at least Ithink so. At least, this is 
the way I view it. 

Remember that the funds available to those who lend are funds 
which ean be channeled into other sources. The life-insurance com- 
pany will allocate X number of dollars available for mortgages, X 
a of dollars for bonds, X number of dollars for stocks, atid so 
orth. 

Now, if we in the Government set a policy which appears to the 
manager of a life-insurance company investment portfolio that we 
are making it difficult for him to secure a return sufficient to pay the 
insurance holder upon death or —_ accident or whatever it re? be, 
or if it appears to the savings and loan manager that we are making 
it difficult for him to make sufficient money to pay the people who 
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buy certificates in the saving and loan, they will attempt to invest their 
funds elsewhere. 

Now, unless the Government tells them that they cannot use their 
funds in any other capacity, then the Federal Government can drive 
out and dry up the funds now available for mortgages. It can be done. 

This is a concern which I have, that whatever the Government may 
do, we still make available these funds which are a great proportion of 
the mortgage money available to the people of the country. We either 
make it available that way or we i it available through taxes and 
through direct Government lending or a part of it. 

Now, my idea is that whatever steps we take should be to encourage 
the pension funds to use their money for mortgages, the savings and 
loan, the savings banks, and the others, to use a large proportion of 
their funds for this purpose. If we don’t, they are going to put them 
some place else unless the Government just takes over and says you 
cannot do that. I don’t think we are going to do that, sir. 

Senator SparkMAN. By the way, you mentioned the use of pension 
funds. That is a thing that many of us have been thinking about. 
There is nothing we can do. There is no legislation required, is there, 
in our part? 

Mr. Core. I doubt it. I would like to encourage the use of it. 

Senator SparkMAN. It is the willingness of those funds to invest in 
the mortgages; isn’t it? Sometimes dependent perhaps upon the State 
laws themselves. 

Mr. Corz. Yes. I think that there is a great source there and I 
believe that things are being done now which may encourage the use 
of them. 


Senator Leman. What I don’t understand is this: I know, of 
course, there is no way of dictating and no disposition to dictate—if 


the power lay in the Government—to various investors, banks, insur- 
ance companies, and others. But it does seem to me that these guar- 
anteed loans, whether they be public-housing loans or whether they 
be title I loans, are very attractive. Maybe I would feel differently 
if I were still in the banking business. But at the present time I just 
don’t see why the banks should not be very anxious to get them. 

Mr. Core. Senator Lehman, you see, I agree with you up to a point. 
My point is that title 1 does encourage the bank to make a loan at less 
rate of interest than they would without title I. I think the same thing 
is true with FHA. The FHA encourages, and did provide, a testing 
ground whereby the lenders could become encouraged to make loans 
with less downpayment, longer amortization periods, and it does have 
an impact. I think the question is how far can you encourage, stimu- 
late through the Government, how far can you assist and support 
without just driving them out of the business. As I see it, that 1s the 
problem. 

Senator Lenman. I agree with you. I can’t see how you can have 
a completely uniform rate for secondary mortgages, acquisition of 
secondary mortgages, because it does seem to me that the markets vary 
so much in different parts of the country that there is always bound 
to be a variation. 

I remember years ago there was a very great variation in the loan- 
ing rate even in a State as prosperous as Texas and States like New 
York, Alabama, and Georgia. ere were always very considerable 
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variations. I think while those variations have narrowed they still 
exist and will continue to exist. I don’t see how you can have a uni- 
form rate. 

Senator Sparkman. Let me ask this question of Mr. Baughman 
then: Does FNMA step up its activities in areas where the money 
seems to be scarce rather than in those areas where it is plentiful ? 

Mr. Bavenman. Well, I would say this, that we are always in the 
market. The money is always ayailéits to those people in those areas. 
There is never any discrimination between those areas and any other 
areas, and if they have mortgages 

Senator Sparkman. No; that is not what I mean. Again I am 
thinking of this idea of stabilizing. Senator Lehman makes the point, 
as you have, that there is a variation from area to area in the cost 
of money partly due, not entirely, but partly due to the unavailability 
of funds in that area. 

Does FNMA feel that it ought to operate more aggressively in those 
areas in which funds are not sufficiently available rather than in areas 
where there are sufficient funds, or does it Just operate uniformly ? 

Mr. BaveuMmaNn. I would say that the prices for the particular 
mortgages in the area you referred to—money is always available 
for them. If you say we are going to pay more for them than the 
price established in that particular area 

Senator Sparkman. No; I am not talking about going in to pay 
more, but the very fact that you move in. 

Mr. Baueuman. The very fact we move in, we are in. 

Senator Sparkman. That as you move in and buy mortgages more 
money becomes available and it should ease the market situation in 
that area. 

Mr. Baucuman. I think that is exaetly what happened. 

Senator Sparkman. The point I am trying to get at is do you em- 
phasize your activity in those areas and deemphasize it in the areas 
where money is plentiful? 

Mr. Baueuman. Well, of course, we just don’t buy in areas where 
money is plentiful. In fact, in the Northeastern States we buy very 
few mortgages; never did buy many mortgages. 

Senator Sparkman, That answers it. 

Mr. Bavenman. That answers the question ¢ 

Senator Sparkman. Yes. 

Senator Busu. I was going to ask a question for information. Isn’t 
that the general purpose of FNMA organization, really to act as a 
supplementary market? Isn’t that the basic purpose of it? 

Mr. Bavenman. That is in the act. 

srncd Busu. It isn’t to create markets but to supplement existing 
markets. 

Senator Sparkman. Well, I like to use the word “stabilize” because 
I think it does have that effect. 

Senator Busn. I say any time the buyer steps in to a market in a 
supplementary way, it is bound to have a stabilizing effect. It can’t, 
help but have it. If you bring additional buyers in to a market that 
may be falling, it tends to stabilize; does it not? I mean it has to. 

Senator Sparkman. Yes; that is the reason I asked if the major 
ane was placed in those areas where the money was more searce, 
and I think I got the answer that it was, that it is. 

Mr. Baueuman. Yes. 
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Senator Busu. I would think he made a very good answer to that, 
that it would not require so much money in a place where activity 
was very light. 

So baie that proves what I say, that the purpose of this is supple- 
mental. 

Senator Leuman. Over a period of years, in normal times, have you 
been compelled to buy many mortgages in the New York Sackett 

Mr. Bavenmay. In the history of FNMA, we have never bought 
very many mortgages in the State of New York, 

Senator Leman. Have you been buying mortgages in other areas? 

Mr. Baueuman. Yes; we have always bought in areas where they 
have a shortage of money. 

Senator Lenman. Isn’t that the answer really ? 

Mr. Bauenman. Yes. 

Senator Lenman. I wonder whether you have any records, any data 
which you could put into the record to show the variations? 


Mr. Baueuman. Yes; we have. We would be very glad to furnish 
it 


‘(The information requested follows :) 


FEDERAL NATIONAL MORTGAGE ASSOCIATION, 


Washington, D. C., March 22, 1956. 
Hon. Joun J. SPARKMAN, 


Chairman, Subcommittee on. Housing, 
Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. CHAIRMAN: At the hearings held before your committee on March 
20, 1956, concerning S. 3302, S. 3296, and other bills that would affect the 
Federal National Mortgage Association, I was asked to furnish certain informa- 
tion for inclusion in the record. That information is furnished herewith. 

There was discussion concerning the relative volume of purchasing activity 
of the association in certain localities of the country as compared with similar 
activity in other sections. It was pointed out that FNMA’s mortgage purchasing 
activities during the past several years have, for the most part, been more pro- 
nounced in those areas of the country where mortgage investment funds in rela- 
tionship to need have been generally in short supply and that the association 
was utilized by mortgage sellers to a lesser degree in those areas where the 
available supply of investment funds on the whole more nearly corresponded to 
the need for housing credits in such areas. As I pointed out, this observation 
can be graphically illustrated by a review of FNMA’s holdings in the portfolio 
of the management and liquidating functions at June 30, 1955. The distribution 
of the portfolio on a State basis at that time is shown in the enclosed table, 
which I informed the subcommittee would be made available for inclusion in 
the record. The portfolio consisted of FHA-insured and VA-guaranteed mort- 
gages aggregating $2,417 million covering 1- to 4-family dwellings and $141 
million covering multifamily housing located in 45 States, Hawaii, Puerto Rico, 
and the District of Columbia, 

I am also enclosing for the record the following: (1) The Secondary Market 
Operations Purchase Price Schedule (consisting of 5 pages) as revised March 
17, 1956; and (2) the Financial Statement of the FNMA Secondary Market 
Operations as of December 31, 1955. 

In my testimony I described in a general way the procedures employed by 
the Association in establishing the prices at which it offers to purchase accepta- 
ble mortgages in the secondary market operations. I also pointed out that the 
association is always prepared to make appropriate adjustments in its purchase 
prices whenever proper evidence shows that changes applicable to like trans- 
actions have occurred in the general secondary mortgage market. In line with 
this statement, the association on March 17, 1956, revised the secondary market. 
operations purchase prices so as to effect appropriate adiustments where the 
evidence showed that comparable changes had occurred in the general secondary 
morteoge Inarket. ‘The last previous schedule of similar FNMA vurchase prices, 
effective March 10, 1955, is set forth on pages 62-66 of Senate Report No. 1448, 
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the annual report, to December 31, 1955, of the Subcommittee on Housing of the 
Committee on Banking and Currency of the Senate. 

I also expressed our opinion that the FNMA secondary market operations were 
well conceived and that remarkable progress had been made toward accom- 
plishing their purposes. In that connection, I should like to refer to the narrative 
portion of the enclosed financial statement which shows that from the commence- 
ment of the secondary market operations on November 1, 1954, through December 
21, 1955—a period of 14 months—sellers offered 16,538 mortgages to the asso- 
ciation. At December 31, 1955, a total of 9,484 mortgages, aggregating $86 
million, had beem purchased. These purchases represented transactions invelv- 
ing 249 different selling organizations and related to properties located in 41 
States, the District of Columbia, and the Territory of Hawaii. Paid subscrip- 
tions to FNMA’s common stock on December 31 amounted to $2,582,000. 

The financial statement shows also that the net earnings during the first 14 
months of the secondary market operations, after expenses and provision for 
payment to the United States Treasury of $324,000 as the equivalent of Federal 
income taxes, amounted to $319,000. From these earnings, provision has been 
made for the payment of $144,000 to the Secretaary of the Treasury as the full 
amount of cumulative dividends on the preferred stock, leaving a general surplus 
of $175,000. 

Earnings of FNMA’s secondary market operations have been sufficient to 
enable the association’s board of directors during January 1956 to declare an 
initial dividend on the common stock. The amount, applicable to the month 
of January, was 17 cents per share. Similar dividends have also been declared 
for February and March. © 

If I may furnish you with additional information regarding FNMA’s activities, 
please feel free to call upon me. 

Sincerely yours, 
J. 8. BauecuMan, President. 


FINANCIAL STATEMENT OF THE SECONDARY MARKET OPERATIONS, DeceMBER 31, 1955 


The secondary market operations of the Federal National Mortgage Associa- 
tion are made possible by the Federal National Mortgage Association Charter 
Act, an act of Congress. The Charter Act authorizes FNMA specifically, among 
other activities, to conduct secondary market operations to provide supplementary 
assistance to the general secondary market for home mortgages by providing a 
degree of liquidity for mortgage investments, thereby improving the distribution 
of investment capital available for home-mortgage financing. 

The association began its secondary market operations on November 1,.1954— 
on December 31, 1955, a little more than a full year had been completed. Under 
the provisions of the Charter Act the secondary market operations will in time 
qualify to become privately owned. Purchases are currently limited to mort- 
gages which are insured by FHA or guaranteed by VA, as appropriate; on or 
after August 2, 1954, under sections 203 (b), 203 (i), 207, 213, and 222 of the 
National Housing Act, as amended, and section 501 of the Servicemen’s Read- 
justment Act of 1944, as amended. ; 

Funds for the purchase of mortgages in the association’s secondary market 
operations are provided by (a) the proceeds of preferred stock which was issued 
to the Secretary of the Treasury, (0) the proceeds of common stock subscrip- 
tions by mortgage sellers equivalent to 3 percent of the unpaid principal bal- 
ances of mortgages sold to FNMA, and (c) borrowings through the sale of 
debentures to investors. The prices paid for: mortgages are established at the 
market price for the particular class of mortgages involved, as determined by 
FNMA. A purchase and marketing fee ranging from one-half percent to 1 percent 
of the unpaid principal balances-of the mortgages involved is currently being 
charged to defray purchasing and marketing costs. 

Since November 1, 1954, more than 900 banks, mortgage companies, and 
other similar organizations have- indicated their intention to use FNMA’s sec- 
ondary market operations and have executed selling or servicing agreements. 
During the 14 months of operation through December 31, 1955, prospective 
Sellers offered 16,538 mortgages to the association, and on that date 12,329 
of these had been approved. for purchase, 1,456 had -been declined under condi- 
tions which would permit them to be reoffered when certain requirements had 
been met, 1,300 were determined to be unacceptable for purchase, and 1,453 Were 
being considered for purchase. At December 31, 1955, a total of 9,484 mort- 
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gages, consisting of 2,624 FHA-insured mortgages and 6,860 VA-guaranteed 
mortgages, aggregating $86,073,000, had been purchased. These purchases related 
to properties located in 41 States, the District of Columbia, and Hawaii, and 
represented transactions involving 249 different sellers. 

A breakdown of the sellers that had sold mortgages to FNMA in the sec- 
ondary market operations through December 31, 1955, included 200 mortgage 
companies and related organizations (80.3 percent), 21 savings and loan asso- 
ciations (8.4 percent), 24 banks and trust companies (9.7 percent), and 4 insur- 
ance companies (1.6 percent), 

Activities of the FNMA secondary market operations follow : 


Amount of 
purchases 


| 
Approvals Purchases 





November-December_________- ov. Seas ¢ $24, 


9, 


322, 


Ist quarter.._______- 1, 
2d quarter. ........-.-....- yf ; 8, 
_ eee ees 3, ; 20, 
insist oth teen tchtinin citi ies Sete ee 32 5 56, 


Wet fi te LIA RE 


Balance sheet at Dec. 31, 1955 


ASSETS 
$80, 052, 346 


$19, 833, 097 
Mortgages guaranteed by Veterans’ Administration... 65, 847, 679 


Less: Unrealized purchase discount 
Less: Reserve for losses on loans 


Accrued interest receivable 
Accounts receivable 


Notes payable to U. 8. Treasury 

Accrued interest on notes 

Accrued dividends on preferred stock 
Accounts payable 

Accrued service charges 

Trust and deposit liabilities 

Reserve for Federal income tax equivalent 


CAPITAL AND SURPLUS 


Preferred stock issued to Secretary of Treasury 
Common stock issued 
Common stock subscribed but not yet issued 
Undistributed earned surplus: 
Equity of Secretary of Treasury 
Equity of subscribers to common stock...._..._-~ 
95, 577, 894 


Trot ener reer cereenstin es esinshichlindinn ensinaeh Sethe hiieaetenhicik sath sb tin jit 163, 326, 249 
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Statement of income and expense, Nov. 1, 1954, through Dec. $1, 1955 


Interest earned 
Purchase and marketing fees earned 
Service fees earned 


EXPENSE AND LOSSES 


Interest expense on notes to U. S. Treasury 
Administrative expense 

Fees for servicing mortgages 

Provision for losses on loans 


Profit prior to provision for tax equivalent 
Provision for Federal income tax equivalent 


Profit prior to provision for dividends on preferred stock 
Provision for dividends on preferred stock 


Net income after tax equivalent and preferred stock dividends.__. 175,372 


As shown by the financial statements, the association’s net earnings in its sec- 
ondary market operations since November 1, 1954, after expenses and after the 
establishment of reserves for losses of $43,037, and provision for the payment to 
the United States Treasury of $323,361 as the equivalent of Federal income 
taxes, amounted to $319,641 as compared with $26,908 at June 30, From these 
earnings, provision was made for the payment of $144,269 to the Secretary of 
the Treasury as the full amount of cumulative dividends on the preferred stock, 
leaving a balance of $175,372 to be transferred to general surplus as compared 
with $7,639 at June 30. 


January 24, 1956. 


J. 8S. BAUGHMAN, President. 


PURCHASE PRICE SCHEDULE FOR SECONDARY MARKET OPERATIONS 


Note to agency manager: Until further notice, this purchase price schedule, 
applies to mortgages securing properties in the following States: Connecticut, 
Delaware, Illinois, Maine, Massachusetts, New Hampshire, New Jersey, New 
York, Ohio, Pennsylvania, Rhode Isiand, Vermont. Price schedules should be 
reproduced for States located within your agency area, for distribution to sellers, 

Effective March 17, 1955. All prices are subject to change without notice. 

When the ratio of the outstanding principal balance of the mortgage to the 
original mortgagor’s purchase price of the property (exclusive of closing costs), 
or to its valuation (VA or FHA), whichever is less, is: 


_. | Over 90 percent but not | Over 95 percent but not 
90 percent or less and— | vor 95 percent and— | over 100 percent and— 


Remaining 
Remaining| term of 
term of loan is 
loan is over 25 
25 years but not 
over 30 


a4 VA sec. 501 

4\4| FHA sec. 203 

444) FHA sec. 203 (i) ---. 

444| FHA sec. 222 

444 FHA sec. 213, indi- 
vidual mortgages... 


1 If the remaining term exceeds 30 years, the price shown shall be reduced by one-half percent for each 
5-year period (or part thereof) that such remaining term exceeds 30 years. 


75333—56——-10 
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These purchase prices are not to be considered as an offer by FNMA to pur. 
chase any mortgage; they are solely an invitation to the seller to make on offer 
to FNMA. 

Information regarding the purchase price of FHA section 207 and FHA section 
213 project mortgages (management type) may be obtained from the appropriate 
FNMA office. 


PURCHASE PRICE SCHEDULE FOR SECONDARY MARKET OPERATIONS 


Note to agency manager: Until further notice, this purchase price schedule ap- 
plies to mortgages securing properties in the following States: Colorado, Dis- 
trict of Columbia, Florida, Georgia, Indiana, Iowa, Kentucky, Maryland, Minne 
sota, Missouri, North Carolina, South Carolina, Tennessee, Texas, Virginia, 
Wisconsin. Price schedules should be reproduced for States located within your 
agency area, for distribution to sellers. 

Effective March 17, 1956. All prices are subject to change without notice. 

When the ratio of the outstanding principal balance of the mortgage to the 
original mortgagor’s purchase price of the property (exclusive of closing costs), 
or to its valuation (VA or FHA), whichever is less, is: 


Over 90 percent but not | Over 95 percent but not 
over 95 percent and— | over 100 percent and— 


90 percent or less and— 


Interest 


ease Remaining Remaining Remaining 


| 
(per- Type of mortgage | Remaining term of | Remaining}; termof | Remaining! term of 
a term of loan is term of loan is term of loan is 
oe loan is over 25 loan is over 25 loan is over 25 
25 years but not 25 years but not 25 years but not 
over 30 or less over 30 or less 


4% 
4\4| FHA Sec. 203 (b)__-- 

444] FHA Sec 203 (i). -.-- 

4\%4| FHA sec. 222. _-___| 

4\4| FHA see. 213, indi- 

vidual mortgages_ 99 





1 If the remaining term exceeds 30 years, the price shown shall be reduced by }4 percent for each 5-year 
period (or part thereof) that such remaining term exceeds 30 years. 


These purchase prices are not to be considered as an offer by FNMA to pur- 
chase any mortgage; they are solely an invitation to the seller to make an offer 
to FNMA. r 

Information regarding the purchase price of FHA section 207 and FHA sec- 
tion 213 project mortgages (management type) may be obtained from the appro- 
priate FNMA office. 


PURCHASE PRICE SCHEDULE FOR SECONDARY MARKET OPERATIONS 


Note to agency manager: Until further notice, this purchase price schedule 
applies to mortgages securing properties in the following States: Alabama, 
Arizona, Arkansas, California, Kansas, Michigan, Mississippi, Nebraska, New 
Mexico, North Dakota, Oklahoma, Oregon, Puerto Rico, South Dakota, Utah, 
Washington, Wyoming. Price schedules should be reproduced for States located 
within your agency area for distribution to sellers. 

Effective March 17, 1956. All prices are subject to change without notice. 

When the ratio of the outstanding principal balance of the mortgage to the 
original mortgagor’s purchase price of the property (exclusive of closing costs), 
or to its valuation (VA or FHA), whichever is less, is: 
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ee 


o 
__ | Over 90 percent but not | Over 95 percent but not 
90 percent or less and over 95 percent and— | over 100 percent and— 


; —_. ————_— | — 


Interest Remaining Remaining | Remaining 
rate Type of mortgage | Remaining} termof | Remaining; termof | Remaining| term of 
per- term of loan is loan is term of loan is 

cent) loan is over 25 is over 25 loan is over 25 
25 years but not but not 25 years but not 
or less over 30 orless | over 30 

years | years 


9814 UR 961% 96 
98) 98 9644 96 
98 97% 96 9544 
9814 98 ’ 964 96 
9844 198 964 196 


1 If the remaining term exceeds 30 years, the price shown shall be reduced by 34 of 1 percert for each 5- 
year period (or part thereof) that such remaining term exceeds 30 years. 


These purchase prices are not to be considered as on offer by FNMA to purchase 
any mortgage; they are solely an invitation to the seller to make an offer to 
FNMA. 

Information regarding the purchase price of FHA section 207 and FHA section 
213 project mortgages (management type) may be obtained from the appropriate 
FNMA office. 


PURCHASE PRICE SCHEDULE FOR SECONDARY MARKET OPERATIONS 


Note to agency manager: Until further notice, this purchase price schedule 
applies to mortgages securing properties: in the following States: Hawaii, Idaho; 
Louisiana, Montana, Nevada, West Virginia. Price schedules should be repro- 
duced for States located within your agency area; for distribution to sellers. 

Effective March 17, 1956. All prices are subject to change without notice. 

When the ratio of the outstanding balance of the mortgage to the original 
mortgagor’s purchase price of the property (exclusive of closing costs), or to its 
valuation (VA or FHA), whichever is less, is: 


7 wlth 


__ | Over 90 percent but not | Over 95 percent but not 

90 percent or less and— | Over 95 percent and— | over 100 percent and— 

— Remaining Remaining Remaining 
(per- | Type of mortgage | Remaining; termof | Remaining} termof | Remaining) term of 
cent) | term of loan is term of loan is term of loan is 
, loan is over 25 over 25 loan is over 25 
but not but not : but not 
over 30 over 30 over 30 


44| VA see. 501 
414] FHA sec. 203 (b)-_.-. 


vidual mortgages. 98 





‘If the remaining term exceeds 30 years, the price shown shall be reduced by 4% percent for each 5-year 
period (or part thereof) that such remaining term exceeds 30 years. 


These purchase prices are not to be considered as an offer by FNMA to pur- 
= - mortgage ; they are solely an invitation to the seller to make an offer 
to FNMA, 

Information regarding the purchase price of FHA section 207 and FHA sec- 


tion 213 project mortgages (management type) may be obtained from the appro- 
priate FNMA office. 
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PURCHASE PRICE SCHEDULE FOR SECONDARY MARKET OPERATIONS 


Note to agency manager: Until further notice, this purchase price schedule 
applies to mortgages securing properties in the Virgin Islands. 

Effective March 17, 1956. All prices are subject to change without notice. 

When the ratio of the outstanding principal balance of the mortgage to the 
original mortgagor’s purchase price of the property (exclusive of closing costs), 
or to its valuation (VA or FHA), whichever is less, is: 


_ | Over 90 percent but net | Over 95 percent but not 
| #0 percent or less @nd— | ver 95 percent and— | over-100 percent and— 


i | 


Remaining | | Remaining Remaining 


Interest} 


1 
Type of mortgage | Remaining| termof | Remaining| termof | Remaining; term of 
| term of loanis .| termof | loanis loan is 
| loan is over25 | loanis | over 25 Over 25 
| 25 years but not 25 years | but not but not 
| less over 30 | or less over 30 over 30 
| years | | years years 
j | 


OO 


434) VA sec. 501. _._----.| 9734 97 | 
434) FHA sec. 203 (b)----| 97% 97 | 
414| FHA sec. 203 (1)-__ _| 97 0614) 
44) FHA sec. 222...____.| 974 97 | 
4}4| FHA see. 213, indi- | 

vidual mortgages.. 97% 197 196 





1 If the remaining term exceeds 30 years the price shown shall be reduced by 4 percent for each 5-year 
period (or part thereof) that such remaining term exceeds 30 years. 


These purchase prices are not to be considered as an offer by FNMA to pur- 
chase any mortgage; they are solely an invitation to the seller to‘ make an 
offer to FNMA, 

Information regarding the purchase price of FHA section 207 and FHA section 
213 project mortgages (management type) may be obtained from the appro- 
priate FNMA office. 
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Senator Lenmwan. I suppose the same situation would hold good in 
New York and in Boston and in Hartford and Philadelphia ? 

Mr. Baveuman. That is right. 

Senator Leuman. And quite a different situation would exist in, let 
us say, Arizona, New Mexico, and Alabama and possibly even Cali- 
fornia ? 

Mr. BaucuMmaNn. Yes; we could give you a list of our portfolio mort- 
gages under the previous operations of the FNMA indicating where 
the heavy purchases were made and where the mortgages still remain 
in the portfolio. 

Senator Sparkman. There are a couple of questions I want to ask 
you about the special assistance functions. 

FNMA has available under its special assistance functions a $50 
million revolving fund to invest in section 213 cooperative mortgages. 
The act provides that not more than $5 million of such authorizations 
shall be available in any one State. FNMA has held that while $50 
million constitutes a revolving fund, $5 million does not. Why should 
not the $5 million also be considered as a revolving fund ? 

Mr. Baveuman. Well, we, of course, secured an opinion of our 
counsel, and he thought the way the law is written that it does not 
provide for the revolving the $5 million. 

Senator Sparkman. Well, in your opinion, should it be changed so 
as to make it revolving? 

Mr. BauGHMAN. There is one thing we would like to call to the 
attention of the chairman, and that is that there is no ceiling on the 
expenditures if you let it revolve. I have a short statement: 

If it is determined that the desired authorization for each State 
should be a revolving fund, it is believed the committee will want to 
consider placing a limitation on the aggregate sum of not only all 
section 213 commitments but also of all section 213 mortgages held in 
the portfolio, outstanding at any one time, under the FNMA coopera- 
tive housing legislation. 

As the provision is now written, although there is a $50 million 
limitation on the amount of advance commitment contracts which can 
be outstanding at any one time, there is no limitation on the amount 
of mortgage purchases which can be made pursuant to the revolving 
commitment authorization. If both of the 2 commitment authoriza- 
tions, $50 million and $5 million, are permitted to revolve, mortga 
could accumulate quite rapidly in the FNMA portfolio—as rapidly 
as construction can be completed. There would be no overall statu- 
tory limitation establishing a maximum of mortgage purchases. 

If the committee should wish to take any action on this point, we 
would be very glad to work with them. 

Senator Sparkman. Thank you. 

ae one other thing: On what basis does FNMA decline to pur- 
chase 

Mr. Bauguman. May we put the whole statement in? 

Senator Sparkman. Oh, yes. Be very glad to have you doso. 

(The statement referred to follows :) 


STATEMENT ON FNMA Cooperative Hovustnec LEGcIsLaTion 


There is one legislative matter not covered by S. 3302 or other pending bills 
which should be brought to the attention of the committee. 

Last year the Congress enacted a special provision authorizing FNMA under 
its special assistance functions “to enter into advance commitment contracts 
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which do not exceed $50 million outstanding at any one time,” if such com- 
mitments relate to FHA-insured section 213 cooperative housing mortgages, “but 


not more than $5 million of such authorization shall be available for such com- 
mitments in any one State.” 


The clause last quoted, which does not state that the $5 million limitation 
applies to commitments “outstanding at any one time,” has been interpreted 
by FNMA to preclude a $5 million revolving fund for each State. As a question 
has been raised concerning the intent of Congress in this regard, the committee 
may wish to consider whether the provision should be clarified or changed. 

If it is determined that the desired authorization for each State should be a 
revolving fund, it is believed the committee will want to consider placing a limi- 
tation on the aggregate sum of not only all section 213 commitments but also 
of all section 213 mortgages held in the portfolio, outstanding at any one time, 
under the FNMA cooperative housing legislation. 

As the provision is now written, although there is a $50 million limitation on 
the amount of advance commitment contracts which can be outstanding at 
any one time, there is no limitation on the amount of mortgage purchases which 
can be made pursuant to the revolving commitment authorization. If both of 
the two commitment authorizations, $50 million and $5 million, are permitted to 
revolve, mortgages could accumulate quite rapidly in the FNMA portfolio— 
as rapidly as construction can be completed. There would be no overall statutory 
limitation establishing a maximum of mortgage purchases. 


Senator SparkMAN. On what basis does FNMA decline to purchase 
special assistance mortgages such as cooperative mortgages except at 
prices substantially less than par? 

In other words, if the cooperative program is designated as being 
eligible for special assistance from FNMA, should not these coopera- 
tive mortgages be purchased at par, or at least close to par? 

Mr. Baveuman. Well, I just want to say this, Mr. Chairman, that 
we are giving that matter considerable study right now. We have 
before us the same question that you have raised, and the Board is 
reviewing the situation. I want to give you some of the basic factors 
that enter into these special assistance programs. 

Special assistance functions are intended to supplement but not to 
supplant the activities of private mortgages in the financing of hous- 
ing intended to be assisted by the several FNMA special assistance 
programs. . 

It is FNMA’s objective to establish prices that are not so high as 
to exclude private enterprise organizations as factors in providing 
naneing for the programs and that are low enough to encourage 
sellers to negotiate the sale of the mortgages to organizations other 
than FNMA. 

The payment by FNMA of uniform prices of 98-9914 in respect 
to armed services housing—means that mortgage originators in all 
areas of the country receive identical treatment in selling arrange- 
ments with the Association. 

In these respects and also by issuance of commitments prior to con- 
struction, the Association does render special assistance to the origi- 
nators of these mo 


If FNMA’s pricing and other echoing criteria were so liberal 


or so attractive as to be substantially more advantageous to mo 
criginators than the terms offered rivate investors, virtually all the 
mortgages would be offered to F and the Government would 
be providing financing which private enterprise might otherwise be 
willing to undertake. . 

FNMA has procedural arrangements with the Voluntary Home 
Mortgage Credit Committee whereby the latter is given an opportunity 
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to determine the extent: to which it can assist in arranging financing 
for specific programs before recommendations for such programs are 
submitted to the President of the United States. 

FNMA’s purchase prices are such as to encourage private enter- 
prise organizations participating in the Voluntary Home Morigage 
Credit procedure to make unnecessary FNMA’s financial assistance 
in connection with the special assistance program. 

In other words, we are trying to get as much interest in the pro- 
grams through private capital as we can, and if we are going to shut 
them out again—it is another point that Mr. Cole has repeatedly 
made. We had to be a little careful with it, but I want you to under- 
stand that we are giving it thought and study at the present time to 
see whether or not we should adjust our 


Senator Sparkman. When you do work it out, we would be pleased 
to be advised. 


Mr. Bavueuman. I would like to put this whole statement in, if 
you don’t mind. 


Senator SparKMAN. I would like to have it. 
Mr. BavcuMan. Because it tells the story of our pricing policy. 
(The statement referred to follows :) 


EsTABLISH MENT OF PURCHASE PRICE SCHEDULES—SPECIAL ASSISTANCE FUNCTIONS 


It is recognized that the FNMA special-assistance functions have a definite 
purpose in thhe Government’s overall housing program. We believe, however, 
that these functions are intended to supplement, but should not supplant, the 
activities of private mortgagees in the financing of housing intended to be assisted 
by the several FNMA special-assistance programs. In order to avoid undue 
Government-financed competition with private enterprise, the Association be- 
lieves that these special-assistance functions should be utilized only to the extent 
that the activities of private lending institutions may not suffice. 

The Association’s purchase prices and purchasing requirements therefore 
become a vital factor in determining the extent to which Government-supplied 
funds, as contrasted with private capital, will be needed for these undertakings. 
If the Association’s pricing and other purchasing criteria were so liberal or 
so attractive as to be substantially more advantageous to mortgage originators 
than the terms offered by private investors, it would follow that virtually all 
the mortgages would be offered to FNMA. The Government would, as a con- 
sequence, almost certainly be providing financing which private enterprise might 
otherwise be willing to undertake. 

The special-assistance functions are confined so far as practicable to mortgages 
which are deemed by the Association to be of such quality as to meet, substan- 
tially and generally, the purchase standards imposed by private institutional 
investors but which at the time of submission of the morgages for purchase are 
not necessarily readily acceptable to such investors. 

In connection with these purchases, the charter states the FNMA shall im- 
pose charges or fees for its services with the objective that all costs and ex- 
penses relating to the special-assistance functions will be within the income 
and that the operations will be fully self-supporting. 

Some of the financial organizations interested in the development of the vol- 
untary home mortgage credit program have indicated their desire and will- 
ingness to participate in a portion of the financing requirements of the programs 
approved under FNMA’s special assistance functions. Any preliminary action 
by such organizations to provide financing for this housing would be largely 
nullified if FNMA were to increase its prices or decrease its fees so that the 
private enterprise organizations could not reasonably be expected to continue 
to participate. 

Under a procedural arrangement between the Association and the VHMCP, the 
latter is given an opportunity to determine the extent to which it can assist in 
arranging financing required for specific programs befcre the programs are - 
submitted to the President with recommendations for special assistance from 
FNMA. Also, whenever FNMA issues a commitment under the special assistance 
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functions it apprizes the recipient of the contract of the existence of VHMCP 
and of the fact that the latter will accept applications from financing institu- 
tions as a means of obviating the necessity for FNMA to expend public funds 
for the purchase of mortgages under its special-assistance functions. 

The Association also requires each applicant for a FNMA commitment to show 
at the time of the application that financing was sought from, and refused by, 
at least two financial organizations normally engaged in making or acquiring 
that type of loan. 

Some question may also be raised as to whether it is intended that FNMA 
should give a type of preferential treatment that would permit certain classes 
of home purchasers to obtain financing on terms more liberal than other pros- 
pective homeowners are able to secure for comparable housing. Provisions 
against the foregoing possibility have seemed to the Association to constitute 
desirable operating policy for the special-assistance functions, especially in the 
absence of a statutory direction that FNMA should use Treasury funds to 
purchase such mortgages at par or at some other specific figure. 

Under its special-assistance functions FNMA currently purchases whole mort- 
gages at a uniform national price of 98-9914 in respect to armed services hous- 
ing mortgages—and 99 in cases involving 20 percent participations in mortgages. 

In some areas of the country the Association’s purchase prices are higher 
than the prices being paid by private investors for the same or generally com- 
parable types of mortgages. The payment by FNMA of uniform national prices 
under its special-assistance functions means, too, that mortgage originators in 
all areas of the country receive identical treatment in their selling transactions 
with the Association. In these respects, and also by the issuance of commitment 
contracts prior to construction, the Association does render special assistance 
to the originators of these mortgages. 

FNMA’s commitments to purchase mortgages at prices of less than, but rela- 
tively near 100, assure builders and interim financing institutions that they 
have a firm and attractive outlet for their mortgages. It is FNMA’s objective 
to establish purchase prices that are not so high as to exclude private enter- 
prise organizations as factors in providing financing for the programs and that 
are low enough to encourage sellers to negotiate the sale of the mortgages to 
organizations other than FNMA. 

A compelling reason for the establishment of purchase prices for special- 
assistance mortgages with some relationship to general secondary mortgage 
market prices, and consequently at less than par at the present time, is premised 
on the belief that the Association was never intended to purchase mortgages 
for permanent investment but, on the contrary, is expected to sell its mortgage 
loans and to hold to a minimum the Government’s investment in the mortgage 
portfolio of the Association’s special-assistance functions. The entire legis- 
lative history of the Association justifies this belief. The Association feels that 
the realization can hardly be attained in the absence of an appropriate relation- 
ship between the two sets of prices. 

The authority contained in the Charter Act for the Association to conduct its 
special-assistance functions permits a modified continuation of certain types of 
specific activities that were initiated and conducted by FNMA between July 1951 
and August 1954, prior to the approval of the Charter Act. For example, the 
Association, during that period, assisted in the financing of programs that were 
designed to provide housing for: (@) defense and military personnel in designated 
critical defense housing areas and at certain military installations; (6) families 
that were victims of major disasters; (c) Alaska; and (d) cooperative groups. 
Those earlier activities were in a sense support programs rather than special- 
assistance activities, because in connection therewith FNMA paid par (100) 
prices for the mortgages on a uniform national basis. It is generally agreed, 
I think, that the mortgages would not have sold for par prices in the general 
secondary market. 

From many quartres FNMA has been rather severely criticized for its former 
purchase price policies in respect to those support programs, as I think you will 
remember. Apparently the Congress, also, concluded that support programs were 
not feasible because of the excessive amounts of Treasury funds required. It 
should be noted that the present Charter Act, in describing the purposes and 
the activities of the special-assistance functions, avoids any indication that 
individual special-assistance programs are to constitute support. Indeed, the 
implications of the term “special assistance” suggest some less extreme action. 

In view of all of the circumstances, if it is the desire of the Congress that 
FNMA should under its special-assistance functions purchase mortgages t some 
permanently fixed price, the legislation should, in our opinion, so indicate. 
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Senator SparkMan. No further questions. 

Thank you very much, Mr. Baughman. We will move on to the 
next division. 

Mr. Corz. I have with me Mr. Steiner, Acting Urban Renewal Com- 
missioner. 

Senator Sparkman. Yes. Mr. Richard L. Steiner. We are glad to 
have you. Goright ahead. 


STATEMENT OF RICHARD L. STEINER, ACTING COMMISSIONER, 
URBAN RENEWAL ADMINISTRATION 


Mr. Sterner. Thank you, Senator. 

Mr. Chairman and members of the committee, as you know, the 
Housing and Home Finance Agency, through its Urban Renewal Ad- 
ministration, is administering a program of financial assistance to local 
communities for urban renewal projects. This program was initiated 
pursuant to title I of the Housing Act of 1949 and originally was con- 
fined to providing Federal aid for what are known as slum clearance 
and urban redevelopment projects. 

With the enactment of the Housing Act of 1954, which amended and 
supplemented the 1949 act, this Federal-aid program was broadened to 
include, in addition to slum clearance and urban redevelopmnet activ- 
ities, rehabilitation and conservation activities in blighted urban areas. 
The term “urban renewal” was incorporated in the Housing Act of 
1954 to encompass activities for the prevention, as well as the elimina- 
tion, of slums, blight and deterioration in urban areas. 

Under title I of the Housing Act of 1949, as amended, authority is 
presently vested to provide Federal aid to cities and other local ublie 
agencies having the necessary authority under State and local laws 
for carrying out urban renewal projects which may comprise slum 
clearance, urban redevelopment, rehabilitation or conservation activi- 
ties, or any combination of such activities. Upon application by an 
authorized local public agency for Federal aid for an urban renewal 
project, the Urban Renewal | dsiniatontion may make several types 
of Federal aid available to such local public agency. The Urban 
Renewal Administration may make to the local public agency an 
advance to cover the cost of surveys and plans for the project, a tem- 
porary loan to cover the cost of acquisition of real property in the 
project area, demolition of structures, site preparation, the provision 
of necessary public improvements and other project costs, and a capi- 
tal grant in an amount not exceeding two-thirds of the “net project 
cost.” In general, the net project cost is the difference between the 
gross cost of the project to the local public agency and the proceeds 
derived from the disposition of project land for redevelopment. The 
local public agency is required to provide the balance of the net project 
cost as a local grant-in-aid which may consist of cash, land, project 
work, or public facilities, such as schools or parks, which benefit the 
project. No title I Federal funds are available for financing the actual 
redevelopment work—that is, construction of buildings or improve- 
ments to buildings. The advance and temporary loans bear interest 
at not less than the going Federal rate and are repayable to the Fed- 


eral Government under the terms prescribed in the law and the appli- . 
cable Federal contract. 
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The Federal law prescribes certain requirements for the adminis- 
tration of the urban renewal program including eligibility require- 
ments for the applicants, the project areas, and the project activities 
for which Federal aid is available. It requires that the urban-renewa| 
project be carried out pursuant to a locally developed and approved 
urban-renewal plan conforming to a general master plan of the lo- 
cality and, except as to certain older projects, to a workable program 
of the community for the elimination and prevention of slums and 
blight. Redevelopment through private enterprise is emphasized in 
the Federal law. 

A loan authorization of $1 billion outstanding at any one time is 
provided. Last year your committee and the Congress approved a 
substantial increase in the capital-grant authorization for urban re- 
newal. At the present time a capital-grant authorization of $700 mil- 
lion is authorized. On July 1, 1956, an additional $200 million of 
capital-grant authorization will be available. A further increase of 
$100 million may be effected through action by the President and the 
fulfillment of certain conditions. Accordingly, it is not necessary at 
this time to request the authorization of additional funds for the urban 
renewal program. However, several changes in the statute governing 
the program are necessary and desirable in order to facilitate and im- 
prove the administration of the program, to remove certain inequities, 
and to provide more effective assistance for urban renewal projects 
in areas which have suffered from major disasters as a result of floods, 
hurricanes, or similar causes. §. 3302 authorizes such changes. 

I do not know, Mr. Chairman, whether you want to discuss the 
question of monetary authorization for capital grants or not at this 
point, or shall I continue to read the statement ¢ 

Senator Lenman. I should know the answer to this myself without 
asking. How are these capital grants financed by the Federal 
Government ? 

Mr. Sterner. How are they financed ? 

Senator Lenman. Yes. 

Mr. Srerver. They are authorized in the basic legislation, and they 
are appropriated annually. 

Senator Lenman. It is an appropriation ? 

Mr. Srerver. Yes, sir. 

Senator Leuman. And it is a cash grant? 

Mr. Srerner. Yes, sir. 

Senator SparKMAN. All right. Go right ahead, sir. 

Mr. Srerner. Under section 301 of S. 3302 certain references in 
the present law to a redevelopment plan are omitted. The Housing 
Act of 1954, in broadening the program to cover rehabilitation and 
conservation, as well as slum clearance and urban redevelopment, pro- 
vides for the preparation of an urban renewal plan and prescribes the 
contents of such plan as including, among other items, what is gen- 
erally included in a redevelopment plan. There is, therefore, no ne- 
cessity for references in the Federal law to a redevelopment plan. The 
bill appropriately omits such references in the interest of simplifying 
the provisions of the law. 

Section 302 of the bill amends the definition of the term “urban 
renewal project” by omitting repetitious phraseology and otherwise 
simplifying the definition to facilitate the administration of the law. 
Under the provisions of the existing law an urban renewal project is 
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divisible into two sections, a slum clearance and urban redevelopment 
section on the one hand and a rehabilitation or conservation section on 
the other. Different eligibility requirements are prescribed for each of 
the two sections. iis 

In consequence, a local public agency preparing an application for 
title I aid for an urban renewal project must frequently define sepa- 
rately the boundaries of each of the two sections and submit separate 
data covering each section respecting legal eligibility. This results 
in unnecessary paperwork on the part of the local public agency and 
URA and otherwise complicates the program. 

This treatment of an urban renewal project would be avoided under 
section 302 of the bill by substituting a shorter and simpler definition 
of the term “urban renewal project” which encompasses, without un- 
necessary repetition and complications, all of the ayo activities 
presently covered by the definition presently in force. The definition 
would be simplified by consolidating the clauses relating to slum clear- 
ance and redevelopment with those relating to rehabilitation and con- 
servation. This is not a substantive change in the law, but would be 
very helpful in avoiding confusion which has resulted from duplica- 
tion and overlapping in the present definition. 

In consequence of such simplification, the requirement that the area 
(with certain exceptions) be clearly predominantly residential at the 
beginning of the project or be redeveloped for predominantly resi- 
dential uses is made applicable to the entire urban renewal area. This 
requirement does not presently apply to the entire urban renewal area, 
but only to areas which are to be cleared and redeveloped. 

Under the bill this requirement would be applicable to the urban 
renewal area as a Whole, including the portions which are to be 
rehabilitated, and not just to the areas to be cleared and redeveloped. 
Under the bill also, a rehabilitation or conservation project involving 
no land acquisition or slum clearance at all wold nevertheless be 
subject to the “predominantly residential” requirement. The change 
is desirable to make this requirement consistent with other require- 
ments in the law which apply to the urban renewal areas as a whole. 

Senator Leaman. May 1 ask you this question: Are the conditions 
under which you make the grant identical in the case of slum clear- 
ance and urban redevelopment and of rehabilitation or conservation ? 
I mean those two different categories. 

Mr. Srerner. The present definition of an urban renewal area is 
very broad, speaking only of an area which is a slum area or a deteri- 
orated or deteriorating area. The “predominantly residential” re- 
quirement applies under the present law to slum clearance and urban 
redevelopment. So we have a more restrictive type of requirement 
now as to the clearance and redevelopment. areas. 

But under the proposed legislation the “predominantly residential” 
requirement either before or after the project is undertaken, would 
apply to the entire urban renewal area. 

his tends to bring the whole project activity more into the frame- 
work of a housing significance. 

Senator Lenman. As I understand it, the amount of the grant is 
determined by the gross cost of the land and buildings that were 
chosen for sadiealaieaean. for slum clearance and redevelopment, tess - 
what could be obtained from the builder for the land. That isa pretty 
clear definition. But what is the basis on which a grant can be made 
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for a rehabilitation project? There you don’t necessarily clear, as 
I understand it. 

Mr. Sterner. No; there is no change essentially as to the items which 
are eligible as charges to gross project cost under the proposed iegis- 
lation. Under the present legislation certain types of activity within 
the rehabilitation section of a project may be charged to gross project 
cost, such as the improvement of streets or utilities or planning for 
voluntary rehabilitation. Some of those items may be charged to 
gross project cost now. 

Basically, what we are trying to do is get in the position where we 
can deal with the entire urban renewal area without having to have 
an interior boundary again around the clearance section and to set up 
separate eligibility requirements for the clearance section. 

Senator Leuman. | understand. Maybe you will develop this a 
little later in your statement. But you make grants to both categories? 

Mr. Sretner. Yes, sir; we can can make a grant now under the 
present law to a project which is entirely a clearance project or which 
is entirely a rehabilitation project or a combination of both. 

Senator Lenman. But I mean the measuring stick that is used, or 
the “standards,” if I can use that word, is different in respect of those 
two different activities? 

Mr. Sretner. The primary difference is that in the rehabilitation- 
type project some of the items which are eligible for inclusion in a 
clearance project would not be encountered, such as the acquisition of 
land and demolition of structures, relocation of families, and things 
of that sort. Some of the site improvement items such as the streets, 
sewers, water mains, and street lighting can be charged to gross project 
cost in either type of project. You merely would not encounter some 
types of costs in a rehabilitation-only project or in the rehabilitation 
section of a combined project. 

Senator Busu. Mr. Chairman, I would like to get a little better 
definition in my mind about this rehabilitation. 

Mr. Cote. May we interrupt for one more statement in response to 
Senator Lehman ¢ 

Senator Busn. Yes. 

Mr. Srerer. The conditions for grant payments are the same. The 
criteria are the same. In other words, where these types of costs are 
encountered, regardless of whether they are encountered in the clear- 
ance section of a project or the rehabilitation section of a project, they 
would be eligible for inclusion in gross project cost. We just do not 
encounter certain types of costs in the rehabilitation section. 

Senator Leuman. It is probable that you will handle that later on 
in the statement. I can understand your formula for a grant in the 
case of slum clearance and urban redevelopment. That is very clear 
to me. It is not at all clear with regard to the criteria on which a 
grant may be determined in the case of the second category, the 
rehabilitation. . 

But, as I say, that may be developed in your statement. 

Mr. Srerner. The various costs are chargeable to gross project cost. 
In the case of a rehabilitation-only project there aul be—unless 
there was some spot clearance here and there—practically no recovery 
from sale of len, So the gross project cost would approximate the 
net project cost. And the net project cost is shared one-third by 
the localit y and two-thirds by the Federal Government. 
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Senator Busu. I would like to get a better understanding of the 
distinction between development and rehabilitation. “Slum clear- 
ance,” I think, is self-evident as to what that means. “Redevelopment” 
we have going on in New Haven and elsewhere. We are watching 
that, and we know what that means, or at least I do. What I want 
to know is what do you mean by “rehabilitation and conservation” 
in these terms ¢ 

Mr. Srerner. Well essentially, Senator, by “redevelopment” we 
usually talk of redevelopment and slum clearance, which means 

Senator Busu. Yes, those go together. What about rehabilitation ? 

Mr. Sterner. “Slum clearance” means that the real estate has been 
purchased by the local public ageney. In the case of “rehabilitation 
and conservation,” usually we mean that it has not been purchased 
by the local public agency, that it is left in the hands of the private 
owners. We attempt to accomplish rehabilitation through the appli- 
cation of various local codes in the community—the housing code, 
plumbing code, fire code, and so forth, plus what is referred to in the 
present statute as “voluntary rehabilitation,” which contemplates a 
level of rehabilitation over and above what can be insisted upon 
through the enforcement of codes and for which special mortgage 
benefits are available through the Federal Housing Administration 
under section 220 of its law. 

“Urban renewal” as used in the 1954 act and subsequently embraces 
all of these activities. It embraces the activities of acquisition and 
clearance as well as the activities of rehabilitation and conservation. 

Senator Busu. Thank you. 

Senator Sparkman. All right, Mr. Steiner, go ahead, sir. 


Mr. Sterner. Two of the ae of title ITI of the bill would 


remove some inequities which now exist in the urban renewal pro- 
gram. Under the existing law a local public agency may provide its 
local grant-in-aid in the form of certain public improvements which 
are necessary for carrying out the urban renewal objectives in the 
project area. However, the cost of public facilities financed with 
special assessments against land in the project area may not be counted 
as part of the local grant-in-aid. 

The reason for this exclusion is that the levying of a special assess- 
ment against land acquired in the project area will tend to lower the 
resale value of that land to that extent. The cost of the public facility 
is thereby, in effect, transferred to the urban renewal project so that 
a double allowance would be made if the cost were ia credited as 
a local grant-in-aid. 

However, this objection applies only to special assessments levied 
against land acquired as part of the project area. The objection does 
not apply to land within an urban renewal area which is not acquired, 
but is merely scheduled for rehabilitation and conservation activities. 

Accordingly, section 303 of the bill would amend the law to provide 
for deducting from the cost of the facilities—for the purpose of com- 
puting the amount of the local grant-in-aid—an amount equal to the 
spediil assessments against only land in the project area which is 
acquired by the local public agency as part of the project. No such 
dodanie would be made under the amendment with respect to the 
remaining cost of the public facility. 

In effect, this minor change results from the expansion under the’ 
1954 act of projects to include substantial areas requiring rehabilita- 

75333—56—-11 
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tion and conservation which are not to be acquired by the local public 
agency. 

“Senator Sparkman. Mr. Steiner, I wonder if you could prepare for 
us to insert in the record—well, I was going to ask you for an exam- 
ple of what you were talking about there, but Mr. Carter has one 
here. 

Mr. Srerner. I believe, sir, the example you have relates to the next 
point which I am going to come to. 

Senator SparKMAN. Yes, it does—the taxes. 

Mr. Sterner. Payments in lieu of taxes. 

Senator SparKkMAN. That is right; it does. 

Mr. Srerver. We would be glad to prepare an example on this 
special assessment question if you would lke to have that, sir. 

Senator SparKMAN. If you could, I believe it would be helpful. 

Mr. Sterner. We wal be glad to prepare that and make it avail- 
able for the record. 

Senator Sparkman. By the way, if you could illustrate these ques- 
tions that Senator Lehman asked a little bit ago—— 

Mr. Coreg. I think that would be helpful. 

Senator Sparkman. With an example, I think that would be help- 
ful. 

Mr. Cotx. And Senator Bush’s questions. 

Senator Sparkman. And the one Senator Bush asked about. I 
think it would be helpful to us. 

Mr. Srerver. I think we can give you monetary examples of that 
sort. 

Senator SparKMan. I think it would be quite helpful. 

(The data referred to follows :) 


ILLUSTRATION OF Errect or Section 303 oF S. 3302 RELATING TO ELIGIBILITY As 
Loca, GRANTS-IN-AID OF PUBLIC FACILITIES FINANCED BY SPECIAL ASSESSMENTS 


Under the Federal law presently in force “public facilities financed by special 
assessments against land in the project area” are ineligible as local grants-in-aid 
irrespective of whether-the land thus assessed is or is not acquired by the locai 
public agency. Section 303 in effect reduces the portion of the cost of a public 
facility deemed ineligible for local grant-in-aid purposes to an amount equal to 
the special assessments levied against only the real property acquired by the 
local public agency as part of the project. The effect of the proposed modifica- 
tion under section 303 of the bill is illustrated by the two tables below : 


Table I— Table II— 
Financing data Result under | Result under 
existing law sec. 303 of S. 3302 


1. Total cost of sewer improvement benefiting project in its entirety .____ $75, 000 $75, 000 
2. Portion of such cost assessed through special assessments against real 
property acquired by local public agency in project area 
3. Portion of cost assessed through special assessments agains prot 
erty in project area other than that acquired by local public agency _| 35, 000 
4. Portion of such cost assessed through special assessments against real 
property outside the project area benefiting project area to full extent. 
Amount eligible as local grant-in-aid 


Being Item 4. 
2 Being the sum of Items 3 and 4. 


CONCLUSION 


Under 8S. 3302 a local public agency. would be given an additional credit as a 
local grant-in-aid of $35,000, not permitted under the existing law, to cover the 
portion of the cost of the sewer improvement financed through special assess- 
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ments levied against property in the project area which is not acquired by the 
local public agency. 


ILLUSTRATION OF COMPUTATION OF CAPITAL GRANT UNDER TITLE I OF THE HOUSING 
Act oF 1949, AS AMENDED, WITH RESPECT TO (1) URBAN: RENEWAL PROJECTS 
CONSISTING OF SLUM CLEARANCE AND URBAN REDEVELOPMENT ACTIVITIES, AND 
(2) Urpan RENEWAL PROJECTS CONSISTING OF REHABILITATION ACTIVITIES 


Under title I of the Housing Act of 1949, as amended, similar standards, 
criteria, and requirements are prescribed respecting the provision of capital grant 
funds for urban renewal projects, irrespective of whether such projects consist 
of slum clearance and urban redevelopment activities or rehabilitation activities. 
The following 2 tables illustrate the application of the capital grant requirements 


with respect to urban renewal projects involving the 2 types of activities : 


Project activities 


Surveying and planning 

Land acquisition 

Demolition, clearance, and relocation 

Installation of streets, sewers, water improvements, parks, etc 

Carrying out plans for a program of voluntary rehabilitation and repair 
of DeMatteo ie nnitddditah icabedb in SaccsdccbGele odobseee 


Gross project costs 
Proceeds derived from sale of project land 


Net project cost 
Capital grant, 34 of net project cost 


Local cash grant-in-aid 


|Table I—Urban| 
renewal project | 
comprising 
solely slum | 
clearance and 
urban redevel- 
opment | 


$25, 000 
1, 000, 000 
50, 000 
200, 000 


None 


21, 275, 000 
525, 000 


750, 000 








500, 000 | 
250, 000 


Table II— 
Urban renewal 
project com- 
prising solely 
rehabilitation 
activities 


$25, 000 
None 
None 

1 720, 000 


5, 000 


2750, 000 
None 


750, 000 
500, 000 


250, 000 


1 Larger expenditure justified by the more extensive project area involved in a typical urban renewal 
project consisting of rehabilitation activities. 

2 Certain costs not pertinent to this illustration, such as interest, contingencies, ete., have been omitted 
from both examples for simplification. 


It will be noted that in the illustration above the capital grant is the same for 


both the urban renewal project involving slum clearance and urban redevelop- 
ment and the urban renewal project involving rehabilitation; namely, two- 
thirds of the net project cost, and that gross project cost and net project cost are 
computed in the same manner under the same standards and requirements. 


EXPLANATION OF DIFFERENCE BETWEEN URBAN RENEWAL PROJECTS COMPRISING 
StuM CLEARANCE AND URBAN REDEVELOPMENT AND URBAN RENEWAL PROJECTS 
COMPRISING REHABILITATION 


I. URBAN RENEWAL PROJECTS CONSISTING OF SLUM CLEARANCE AND URBAN 
REDEVELOPMENT 


Within the context of the Federal law and many State laws urban renewal 
projects consisting of slum clearance and urban redevelopment generally involve 
the following types of activities: 

1. Acquisition of a slum, deteriorated or deteriorating area ; 

2. Demolition and removal of buildings and improvements in the project 
area ; 

3. Installation, construction, or reconstruction of streets, utilities, parks, 
playgrounds, and other improvements in the project area necessary for 
carrying out the urban renewal objectives in accordance with the urban 
renewal plan; and 

4. Making the land available for development or redevelopment by private 
enterprise or public agencies (including sale, initial leasing, or retention 
by the local public agency itself) at its fair value for uses in accordance with 
the urban renewal plan. . 

The term “slum clearance and urban redevelopment” within the meaning of 
the Federal law does not include the construction of any building or the im- 
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provement of any building. The construction and improvement of buildings in 
the project area constitute redevelopment work to be performed by private enter- 
prise or public agencies acquiring or retaining the land after clearance, which 
redevelopment work must be financed with funds other than those provided under 
title I of the Housing Act of 1949, as amended. 


II, URBAN RENEWAL PROJECTS CONSISTING OF REHABILITATION 


Urban renewal projects consisting of rehabilitation include the restoration and 
renewal of a blighted, deteriorated or deteriorating area through any or all of 
the following types of activities: 

1. Carrying out plans for a program of voluntary repair and rehabilitation 
of buildings or other improvements by the owners thereof in accordance with 
the urban renewal plan; 

2. Enforcement of housing, zoning, building, and other local laws, codes, and 

regulations prescribing standards of health, sanitation, safety, and public 
welfare for buildings, including the use and occupancy thereof, to require 
where necessary the repair, rehabilitation, modernization, or demolition of 
buildings and structures ; 

83. Acquisition of real property and demolition or removal of buildings and 
improvements thereon where necessary to eliminate unhealthful, insanitary, 
or unsafe conditions, lessen density, eliminate obsolete or other uses detri- 
mental to the public welfare, or otherwise to remove or prevent the spread 
of blight or deterioration or provide land for needed public facilities ; 

4. Installation, construction, or reconstruction of streets, utilities, parks, 
playgrounds, and other improvements in the project area necessary for carry- 
ing out the urban renewal objectives in accordance with the urban renewal 
plan ; and 

5. Disposition of any property acquired in such urban renewal area, 
including its sale, initial leasing, or retention by the local public agency itself, 
at its fair value for uses in accordance with the urban renewal plan. 

The term “rehabilitation” as used in the Federal law does not include the 
construction of any building or improvement of any building which can be financed 
with funds provided under title I of the Housing Act of 1949, as amended. 

Under title I of the Housing Act of 1949, as amended, particularly as amended 
by the Housing Act of 1954, the term “urban renewal project” incluces both 
the slum clearance and urban redevelopment activities and the rehabilitation 
activities listed above (except that Federal financing is not available for the 
enforcement of police power measures). Thus an urban renewal project may 
include undertakings and activities of a local public agency in an urban renewal 
area for the elimination and future prevention of the development or spread of 
slums and blight, and may involve slum clearance and redevelopment or rehabili- 
tation and conservation, or any combination or part thereof, in accordance with 
the urban renewal plan for the urban renewal area. 


Senator SparKMAN. Without objection, at the end of your next 
discussion we will insert the example that you have given us, the 
example of the effect of the tax provision. 

Mr. Srerner. Yes, sir. 

Senator SparkMAN. Go right ahead. 

Mr. Srerner. Section 304 is designed to remove an inequity relating 
to taxpayments and payments in lieu of taxes. In many communities, 
as required or permitted by State law, payments of taxes or in lieu of 
taxes are made by the local public agency on account of real property 
which is acquired by the local public agency as part of an urban 
renewal project. The payments are made for the temporary period 
when the land is in public ownership. ss 

The bill provides for equitable treatment as between communities 
where such payments are received and those where they are not. This 
would be accomplished by permitting communities which do not 
receive such payments to include in the gross project cost of the urban 
renewal project and to treat as cash local grant-in-aid and amount 
equal to the ad valorem taxes which would have been levied upon the 
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real property if it had been subject to ad valorem taxes. In all cases, 
in calculating the amount allowable, the amount would be prorated 
for the period during which the property is owned by the local public 
agency as part of the project. The inclusion of any such payments 
or allowances would be subject to the approval of the Housing Admin- 
istrator and to such rules, regulations, ‘imitations, and conditions as 
he may prescribe. 
(The illustrative example of the above discussion follows :) 


Example of effect of tax provision in H. R. 95387—S. 8302 


Calculation of gross and net project cost 


| Payments on | No payments on account of 

Cost item — e taxes or in lieu of 

| liewof (under | 

existing law | 
or under 

amendment) 


Under exist- Under 
ing law amendment 


Planning costs ‘ eames int eepeeveoiannaae $20 000 $20 000 | $20, 000 
Real-estate acquisition -__- bie beoda 600 000 | 600, 000 | 600, 000 
Taxes or payments in lieu. __.._...____- 18, 000 |_. : attests 

Credit under amendment rete rit ces SIDA. « wads bed 18, 000 
Noneash local grants-in-aid 112 000 | 112 000 112. 000 
Other project costs... ...... é ake R $253) 250, 000 | 250, 000 250 000 


Gross project costs_- aa aot ss, aces dsl gg 1, 000 000 982 000 | , 000. 000 
Proceeds : 280, 000 | 280, 000 | 280, 000 
Net project costs. S35.255F LU Lt 720.000 | 702. 000 | 720, 000 
Federal grant. an dimer a 480 000 | 468 000 480, 000 
Lceil grant , neat ~ 240, 000 | 234 000 | 240, 000 
Nonecash__... Sidj shes bade ; 112, 000 | 112, 000 112, 000 


Cash__. Yt i ee Bet Ee 128 000 | 122, 000 
Payments received by city FOUR l~ ye de eee 
Credit under amendment. -. | 











Net local cash required - .-........-..- | 110, 000 122,000 | 


Source: HHFA, 


Mr. Sretner. Do you want me to proceed with the next point? 

Senator SparKMAN, Yes, sir. 

Mr. Sretver. Recent major floods have revealed special problems 
in applying our present laws to the rehabilitation or rebuilding of 
urban areas which have been hit by major disasters. Section 305 of 
the bill provides some very desirable modifications in the law in order 
to deal with those problems. A new section (sec. 111) would be added 
to title I of the Housing Act of 1949, as amended. This new section 
would be applicable only in areas which are found by the local gov- 
erning body and the Housing Administrator to be in need of redevel- 
opment or rehabilitation as a result of a flood, fire, hurricane, earth- 
quake, or similar catastrophe which the President has declared to be 
a major disaster. The Federal Government would be authorized to 
extend urban renewal assistance for such an area without regard to 
certain limitations. 

Thus, the local community would be permitted to postpone com- 
pliance with the workable program requirement, and the urban re- 
newal plan would not have to conform to a general plan for the local- 
ity asa whole. These modifications, along with a waiver of the public - 


hearing requirement, would permit a faster start in the rebuilding 
of the stricken area. 
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Present requirements that an urban renewal area shall be a slum 
area or that it shall be predominantly residential in character would 
be waived as inapplicable where the need for rehabilitation or rebuild- 
ing arises from a major disaster. The local community would still 
be required to prepare an urban renewal plan for the project area, 
and in doing so, the locality would be required to give due regard to 
the removal or relocation of dwellings from project sites subjected to 
recurring floods or other recurring catastrophes. Since the displace- 
ment of families will in many instances have already occurred as a 
result of the major disaster, the relocation requirements in the present 
law would be modified to require only that the local public agency pre- 
sent a plan for the encouragement, to the maximum extent feasible, of 
the provision of dwellings suitable for the needs of displaced families. 

Incidentally, it may be noted that the bill provides that in connec- 
tion with urban renewal projects in major disaster areas mortgage 
insurance under sections 220 and 221 may be made available without 
regard to the workable program requirement. These insurance pro- 
grams are administered, of course, by FHA. 

Senator Busu. Mr. Chairman ? 

Senator SparkMaAN. Senator Bush. 

Senator Busu. That is very important I think, in view of what we 
have seen in the last year. This is a very important provision in this 
bill. 

I would like to raise the question whether it might be desirable to 
have this section 305 dealing with urban renewal in disaster areas made 
a separate bill because of the necessity to expedite some of these pro- 
grams that we have very definitely in mind in the flood-afflicted areas 
of the Northeast and particularly in the State of Connecticut. 

I would like to ask you if you will comment on that, as to the 
desirability of separating this. <A bill of this magnitude is apt to take 
quite a long time going through the Senate. Then it goes over to the 
House, where it has to be acted on. Then maybe it has got to go to 
conference. It will be June before we get a housing bill through. 

Mr. Cots. Senator, as an ex-expert on floods, I am certainly sym- 
pathetic with your point of view, and I certainly understand the im- 
patience on your part and on the part of the people of your area with 
slow-moving machinery of the executive and legislative branches in 
connection with flood legislation. 

I believe, however, Senator, if you will permit us not to comment, 
we really think it is a matter for this committee to determine. I would 
like to be let off the hook on this. 

Senator Busu. I did not mean to press you for an answer. 

Mr. Cotz. We certainly are very sympathetic to your point of view 
on it. 

Senator Busu. I simply raise the question for the consideration of 
the committee. I would like to have the chairman’s comment or that 
of the Senator from New York who is very familiar with these mat- 
ters, whose own State has been afflicted. 

Senator Lenman. Well, I concur very much in most of what you 
have said here, but I do not quite understand this paragraph : 

Incidentally, it may be noted that the bill provides that in connection with 
urban renewal projects in major disaster areas mortgage insurance under sec- 


tions 220 and 221 may be made available without regard to the workable program 
requirement. 
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By whom would they be made available? : 

Mr. Coxe. Well, they would be made available by the agency, sir. 

Senator Leuman. When would they be? Let me ask you, then, 
when would they be made available? 

Mr. Cote. This we would hope would permit them to be made avail- 
able as soon as the community is ready to utilize the insurance, in 
order to rebuild immediately. 

Senator Leuman. Yes; but by that time that probably would not 
be needed. The damage would have been done. 

I am confused by that, because an area does not become a disaster 
area until after the disaster has struck. 

Mr. Cote. Sure. 

Senator Leuman. And in virtually all cases there has been no 
insurance whatsoever on those areas. 

Mr. Core. This is for new construction, Senator, or remodeling or 
repairing existing structures. 

Senator SparkmMaAN. You mean insured mortgages. You do not 
mean insurance in the form of 

Mr. Coxz. I do not mean flood insurance, Senator. This is insur- 
ance of mortgages either on new construction or the repair of existing 
structures that have been damaged by the flood. 

Senator Leuman. What kind of insurance? 

Mr. Core. FHA insurance. 

Senator Leuman. I see. 

Senator Sparkman. FHA-insured mortgages under sections 220 
and 221. 

Mr. Coie. I understand the Senator’s great interest in flood-disaster 
insurance. 

Senator Lenman. I thought you were referring to disaster insur- 
ance. My colleague from Connecticut may have felt the same thing. 

Senator SpaRKMAN. It is a more liberal insured mortgage form. 

Mr. Cotx. This is not an insurance or indemnity program. 

Senator Busn. No, I did not have insurance in mind. 

Senator Sparkman. I was going to suggest this: The Senator knows 
that we have his bills pending. I see no reason why, when we take 
those up separately, we may not consider the advisability of incorpo- 
rating this in those, 

Senator Busu. That is a very excellent suggestion, Mr. Chairman. 
In the meantime, the staff might advise the chairman whether it 
would be practical and appropriate to do so. 

Senator Sparkman. The staff can be checking into it to see about 
its feasibility. 

Senator Busu. That would satisfy me. 

Senator Sparkman. Fine. 

All right, Mr. Steiner. 

Mr. Sterner. The last provision in title III of the bill would in- 
crease the planning grant authorization under section 701 of the 
Housing Act of 1954 from $5 million to $10 million. That law permits 
the Federal Government to make grants, not exceeding 50 percent of 
the estimated cost of the planning work, to assist planning in small 


om and to assist planning on a metropolitan or regional 
asis. 
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This program was delayed at first by the inadequacy of many State 
enabling laws. However, in 1955 there was considerable legislative 
activity on the matter in States throughout the country. In view of 
this new State legislation and of applications now in preparation, the 
program is now gaining rapid momentum. 

I believe that a $10 million authorization is fully warranted by the 
planning needs of our smaller communities which cannot themselves 
support full-time planning staffs and by the urgent need to encourage 
planning which takes into account factors which cut across municipal 
and county political boundaries. Present estimates indicate that the 
original authorization of $5 million will be fully allocated by the 
middle of fiseal year 1957. 

The bill also amends section 701 of the Housing Act of 1954 to 
permit the making of planning grants directly to or for the assistance 
of cities, other municipalities and counties having populations of 
25,000 or more in areas stricken by major disasters. 

This concludes my prepared statement, and I will be glad to answer 
any questions on title III of the bill or any other matters affecting the 
Urban Renewal Administration. 

Senator Busn. Mr. Chairman, does that whole page relate to dis- 
aster? Does that top paragraph—— 

Mr. Sretner. No, sir. 

Senator Busu. That is general ? 

Mr. Srerner. The only part that relates to disaster specifically is 
the next to the last paragraph. 

Senator Bus. But that top paragraph is general ? 

Mr. Srerner. Is general, yes, sir. 

Senator SparKMAN. That is right. 

Any further questions, Senator Bush? 

Senator Busn. No, sir. 

Senator Sparkman. Senator Lehman? 

Senator Lenman. No, sir. 

Senator Sparkman. Thank you very much, Mr. Steiner. 

Now Mr. Slusser. We are glad to have you, sir. Just proceed as 
you see fit. 


STATEMENT OF CHARLES E. SLUSSER, COMMISSIONER, PUBLIC 
HOUSING ADMINISTRATION 


Mr. Stusser. Mr. Chairman and members of the committee, the 
portion of this bill concerned with public housing begins at section 
401. Starting there, it authorizes the Public Housing Administration 
to make annual contribution contracts for 35,000 units for each of the 
next 2 years. Each authorization would run for 2 years so that we 
would have until July 1, 1959, before our right to contract for the 
entire 70,000 units expired. 

I recommend this approach to the consideration of the members of 
this committee as something that will answer the needs and demands 
of the communities seeking our assistance and at the same time stop 
the headlong rush that accompanies our attempts to carry out con- 
gressional instructions to put a stipulated number of units under con- 
tract within a year’s time. 

Senator Leuman. May I interrupt. please? 

Senator SparkMAN. Yes, Senator Lehman. 
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Senator Leuman. As I understand, one of the great problems in 
connection with slum clearance and urban renewal is the problem of 
relocating the low-income families. Do you feel that 35,000 units of 
public housing a year will meet the current needs of the families plus 
the needs of special groups that are evicted from their homes because 
of urban renewal ? 

Mr. Stusser. Senator, I like to. be guided by the demands that are 
made by the communities that seek the assistance of the Public Hous- 
ing Administration. And at this point I would say that their de- 
mands are no greater than the requirement of approximately 35,000 
units a year. 

Senator Leaman. As I understand, the last basic information on 
housing need was supplied through the 1950 census. Do you have 
any estimate of today’s housing needs broken down as to the income 
groups to be served ¢ 

Mr. Stusser. Into income groups? 

Senator Lruman. Yes. 

Mr. Stusser. No, we do not have it broken into income groups. 

Senator Lenman. I am talking now about the very-low-income 
group, the medium-income group, and the group that is above the 
medium-income group. 

Mr. Siusser. Senator, we have the submission of 53 localities, 41 
in the continental United States, that thus far shows an estimated 
total of 

Senator Lenman. I did not get that. 

Mr. Stusser. The submission of 53 localities shows an estimated 
total of 262,543 families due to be displaced in the localities concerned 
over approximately a 3-year period, 

Senator Lenman. That is in addition to the families that have not 
been deplored but.still have no other place to go except into public 
housing? 

Mr. ae That is right. The turnover in the present public 
housing that is available has been helping take care of those who are 
not displaced by governmental activity or slum clearance but, of 
course, displaced families have a preference. 

Senator Lenman. That is 262,500. What other needs? Have you 
made any calculation about the needs over a protracted period? Be- 
cause as I view il, and I think it is generally accepted, this housing 
program is not for this year or next year. I think it is going to go a 
long time beyond the time I will see its completion. Have you ever 
made any estimate as to the number of homes required to fill the needs 
of the various income groups over the next 10 or 15 or 20 years? 

Mr. Srusser. Senator, in the 1949 study that this committee made 
and then again in the 1953 study that the President’s Committee on 
Housing made, it is estimated that there are 8,400,000 substandard 
houses in the United States, 

Senator Lenman. How many? 

Mr. Srusser. 8,400,000. Now, what part of those would be re- 
erg by public housing I would have no way of knowing, of course. 
-art of them probably will be handled by private enterprise. But 
you do have that much substandard housing. 

The statement I have just made to you that 53 localities have esti- 
mated 262,543 units would be required for displaced families in the 
next 3 years—— 
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Senator Lenman. Is that 262 ,000? 

Mr. Susser. 262,543. Would indicate low-rent housing for these 
people—I beg your pardon. I want to correct that. About half of 
those, or 123,000, are eligible for the low-rent housing. 

Senator Lenman. What are the others? 

Mr. Svusser. The others would be placed in on the type of hous- 
ing—that is, the purchase or rental housing. 

Senator Lenman. You say that at some time a survey was made 
Oot Showed there were 8,400,000 substandard houses. What year was 
that ¢ 

Senator Lenman. Do you know if any previous surveys were made? 

Mr. Stusser. In 1949 your committee made quite an extensive 
survey. 

Senator Lenman. Have you those figures? 

Mr. Stusser. Approximately 8 million. 

Senator Lenman. And then in 1953 it was 8,400,000? 

Mr. Susser. That is right. 

Senator Leuman. There has been quite a lot of housing erected in 
the meantime, and yet the number of substandard houses has increased 
in those 3 or 4 years by 400,000 units. Is that a fact? 

Mr. Stusser. The figures indicate that that, yes, sir. 

Senator Lenman. Well, now, if you have made a survey of what the 
needs are and you know that today there are 8,400,000 substandard 
units, and apparently that number is increasing, not decreasing, how 
can you come in and say that all that is needed is 35,000 a year in those 
low-cost 

Mr. Stusser. I am not making any statements based upon need. 
My statement is based upon what the local communities can accom- 
plish and what they have requested. 

Senator Leaman. You say you have already gotten 125,000 or 
130,000 requests from low-income groups over a period of 3 years. 
That one item would be 40,000. 

Mr. Stusser. That is correct. That is taken from a survey by the 
activities of the urban renewal and slum-clearance Lh, Po And 
that would indicate that over the next 3 years there would be needed 
123,000 if they are prepared to go ahead with it. 

Senator Lenman. Well, how many applications have you had over 
the years? 

Mr. Stusser. Over what period of years? 

Senator Leuman. Well, over the period of the last 3 to 5 years. 

Mr. Stusser. The last year 

Senator Lenman. I should think that by this time the communities 
would be pretty discouraged about filing applications because they 
would know they weren’t going to get it anyhow. 

Mr. Stusser. Since the beginning of the 1949 act, Senator, we re- 
ceived 542,000 applications. I believe it was in 1953 the Congress cut 
off all preliminary loan applications and that, of course, slowed down 
applications coming in. 

enator Lenman. What are those figures again ? 

Mr. Susser. 542,000. 

Senator Leuman. Over what period? 

Mr. Stousser. 1949. 

Senator Lenman. To the present time? 

Mr. Susser. Yes. 
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Senator Lenman. But in 1953 Congress cut off all additional ap- 
plications, if I understood your testimony correctly. 

Mr. Suusser. Yes. 

Senator SparKMAN. There was a gap of about 2 years. 

Mr. Stusser. Yes; there was a gap of about 2 years. 

Senator Lenman. What I do not get is this: We are told that there 
‘s no indication that the communities want or could care for a larger 
number than 35,000 a year. I do not think the testimony bears that 
out in the slightest degree. 

Mr. Suusser. Again, Senator 

Senator Leuman. We have had 540,000 applications in a period 
of 5 years plus what we might have had if Congress had not cut it 
off, so that it is fair to assume that the number that was really needed 
or wanted by the communities would be seven, eight, nine hundred 
thousand, not very far from what we are proposing. 

Mr. Siusser. Of that 542,000 applications, 255,981 are under annual 
contribution contract. 

Senator Leuman. How many? 

Mr. Stiusser. 255,981. 

Senator Busu. Are what? 

Mr. Stusser. Are under annual contribution contract. That is, 
they have either been constructed or are under annual contribution 
contract. 

Senator Lenman. Yes, but I am talking about this: Of course, the 
annual contributions may run for an unlimited period or for a very 
long period, as I understand it, but it is proposed now that all that 
would be authorized by Congress is 35,000 a year, and even that 35,000 
cloes net have to be put under construction in any 1 year. Is that 
correct ¢ 

Mr. Cotxr. Right. 

Senator Lenman. So that we may find ourselves in a position of not 
even getting the miserably inadequate number of 35,000 but getting 
j ue ~ pane of a few thousand under the plan that is proposed in 
this piu. 

Mr. Corts. Senator, the desire of the Public Housing Administra- 
tion to not be limited to 1 year is to liberalize, to make it more easy 
to construct the 35,000. It is an effort to keep in the pipeline those 
units which are authorized by Congress. It is not a restrictive 
measure. 

Senator Lenman. I understand. I have sympathy with the theory. 
I don’t know that I am in sympathy with what possibly might hap- 
pen. I don’t say it would happen. If you were given for a period 
of 2 years 35,000 a year or a total of 70,000, you might build 10,000 
the first 2 years and then at the end of that period of 2 years, which 
is the effective period that Congress has authorized, when additional 
units were wanted, you could very easily—I don’t say “you” but—— 

Mr. Core. I understand. 

Senator Lenman. I mean the Administration could come in and 
say, “Well, here we have got 60,000 homes or units authorized but not 
used. We don’t want any more.” 

But that, of course, is an exaggerated case. But what I am gettin 
at is that In my Opinion the 35,000 units a year are comipletele an 
tragically inadequate. 
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I hope you will be able to give some figures to support your position, 

Mr. Core. I wonder if I may put in a little plug for one of the 
provisions of the bill here, Senator, where we are asking for addi- 
tional authorization for statistics. Whether you and I may agree 
on a subject, it is very important—and I agree with you, sir—that 
we do have sufficient authorization to get statistics which will be avail- 
able for your debate and my questions. We hope we can do it. 

Senator Lenman. I am very confident I will support that even 
though it means an additional appropriation for administration. 

Mr. Cotz. Iam sure you will. 

Senator Lenman. But that does not answer this situation for now. 
It probably won’t answer it for some time to come. What gives me 
very deep concern is that on the one hand we are told that 2 million 
homes are required 

Mr. Core. Eight. 

Senator Lenman. Over an extended period in order to take care 
of the current needs and to make some kind of a dent in the backlog. 
The backlog is terrific from your own figures. Yet, on the other 
hand, we are told that all we should ask Congress for and all that 
Congress should give under the viewpoint of the Administration is 
35,000 miserable little public units. 

I just don’t get it at all, and I think you have got to justify your 
position. I won’t say, I don’t want to say “or else,” but I think that 
that is a necessary thing. 

Mr. Corr. That is part of this political operation, Senator. By 
that I mean part of Government. 

Senator Lenman. I have asked you questions and you told me 
before that 35,000 is all that is practical and all that has been asked 
for by the communities. You explained that you were not going on 
need, but that you were going to the practical yardstick of what was 
wanted by the communities and was asked for. Yet the figures that 
Mr. Slusser has given are completely in contradiction of that. 

Mr. Stusser. Of course, those figures have been there since you 
made your survey in 1949, and each year I think you are making 
inroads into the total of that backlog of substandard homes. 

Senator SparkMAN. May I say I agree with you in that statement, 
but I think there is another figure that is much more significant, and 
that is the demand that will arise in order to house those that are 
going to be “unhoused” through urban renewal projects. That figure 
that you gave of 125,000 or whatever it is. 

Mr. Stusser. 123,000. 

Senator SparKMAN. 123,000 over 3 years. If you take that figure, 
and if you do anything toward the assistance of the elderly persons, 
and particularly if you have any room for the lowest income people 
in the communities, then it would seem to me that certainly it would 
require more than 35,000 a year to carry out. 

Senator Lenman. Plus 

Senator SparkMAN. I said “more.” 

Senator Lenman. Yes; plus those two items, and the one of the 
replacement of the families evicted alone is more than the 35,000. 

Senator SpaRKMAN. Yes. 

Senator Lerman. But in addition to that, in the 2 categories which 
you have very wisely stated, there is also this question of doing some- 
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thing about the 8,400,000 substandard homes which have to be replaced 
and the people will have to find other quarters. 

Senator SpaRKMAN. Yes; I agree with you on that. But he made 
the statement that we were gradually cutting that down. I don’t 
know whether we are or not. If we were accurate in our 1949 study, 
and if the 1953 study was accurate, we are not cutting it down, but 
it is gaining on us. 

Mr. Core. Mr. Chairman, really, the 8,500,000 figure is not very 
relevant to our problem here. 

Senator SparkMAN. No; I think the more significant figure to my 
way of thinking is the one you gave as to the requirement to take 
care of people + 4 are displaced. 

Mr. Cone. I would agree. 

Senator SparkMAN. That within itself would use more than the 
35,000. 

Senator Lenman. Let me emphasize this 

Senator SparkMAN. I would like to add this. I would like to em- 
phasize that certainly we do want some room for elderly persons, and 
I think we want some room for needy persons that don’t fall in those 
categories. 

Senator Lenman. And isn’t it true, Mr. Chairman, that it is a 
fair assumption that the 8,500,000 substandard homes which Mr. 
Slusser has said now exist or existed the last time the census was made 
are largely composed or at least composed in great measure of low- 
income families? 

Mr. Corr. Oh, no, Mr. Chairman, I would not for a moment say 
that. 

Senator Lenman. How do you know? Have you made any sur- 
vey ¢ 

Mr. Coir. Yes; we have made surveys. We haven’t a broad base 
of statistics, but I deny very flatly these are low-income, the major 
amount. Remember, Mr. Chairman, a substandard house may be a 
house that hasn’t sufficient bath facilities. There are many criteria 
in the substandard house. There are many people, Mr. Chairman, 
living in slum areas and very deteriorated slum areas, the very rock- 
bottom slum areas, that can afford and would pay for housing if they 
could get it, but they cannot get it. 

Senator LenmMan. Why can’t they get it? 

Mr. Cots. Because they are not getting it on account of their race. 

Senator Lenman. What? 

Mr. Cote. Race; that is one reason. 

Senator Leaman. Race? 

Mr. Cote. Yes, sir. 

Senator Lenman. I would like to go into that a little later, because 
I think it is highly important. 

Mr. Corr. It is very important, and it is also in this picture. It is 
a very difficult one. 

Senator Lenman. I wonder whether you could give us a breakdown 
of these needs and requirements for low-income families? The fig- 
ures you have given to us are so stratingly at variance with other 
figures that you have given us and with what I believe to be the fact— 
I may be misinformed—that I would hope that you could give-us 


promptly some facts to substantiate your position that 35,000 is ade- 
quate, 
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Senator Busy. Mr. Chairman, would the Senator yield for a ques- 
tion right there? 

Senator Lenman. I would be glad to, of course. 

Senator Busn. In your middle paragraph on page 2 this seems to 
be the controlling sentence: 

It is nevertheless our best and considered estimate of the current rate at which 
the local housing authorities throughout the country are able to plan and exe- 
cute low-rent projects. 

If a larger authorization than the 35,000 were made, if the authori- 
zation were 100,000 rather than 35,000 per year, do you think that 
would affect the rate at which the local housing authorities throughout 
the country are able to plan and execute low-rent projects? 

Mr. Stusser. Not unless they had time, Senator, to get some plan- 
ning done ahead of time to determine their actual need. 

Senator Busu. Let me ask the question a different way. After all, 
the authorization doesn’t cost any money. I mean nothing happens 
until they go ahead. Would not the larger authorization stimulate 
some of these communities to go ahead with their planning and de- 
velop plans for more public housing to take care of what appears to 
be a very real deficit according to your own admission and testimony? 
Do you follow me? . 

Mr. Stusser. Yes; I follow you, but I can only take Senator Leh- 
man’s city of New York as a condition under present circumstances. 

Senator Busu. That’s good. Take that. 

Mr. Stusser. Last year they requested 8,000 units and they got 
8,000 units. This year they requested another 8,000 units and they 
got 8,000 units. Now, that is a total of 16,000 units in the federally- 
aided public housing program. I don’t know what they have ac- 
complished in their city-aided program nor in their State-aided pro- 
gram. 
~ T do know this: That you have a large number of substandard tene- 
ments in New York. I was up there a week or two ago and visited 
some of them. Some of them are now being torn down. I think you 
are making inroads on it. But I think the city can only go so fast 
with it. And of the 16,000 units we have authorized in the last 2 
years, none of them is under construction. They are working on a 
backlog that they have. 

Now, that is the best way I can illustrate it. 

Senator Lenman. Will the Senator yield? May I ask you this: 
Under the law, how many could they have asked for? 

Mr. Stusser. They could have asked for as many as—— 

Senator Lenman. Isn’t there a limitation? How much was the 
entire authorization ? 

Mr. Sxusser. In the particular case of New York there is a limita- 
tion and they are getting close to their limitation. 

Senator Lenman. Yes. Well, what is the limitation. 

Mr. Stusser. Ten percent. 

Senator Lenman. Ten percent? 

Mr. Srusser. Ten percent of the subsidy payment, of the authorized 
subsidy payment. ey are approaching that. 

Senator Lenman. Yes, but how many were authorized? 

Mr. Stusser. They are about up to their total 10 percent. 

Senator Lenman. What? 
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Mr. Stusser. They are about up to that. 

Senator Lenman. Isn’t the 8,000 which they asked for the full limit 
of what they could ask for under the law? 

Mr. Stusser. No; they could have asked for 16,000 the year before. 

Senator Leuman. But not under the law, because they are limited 
in percentage. 

Mr. Suusser. Yes. They would not have been at the limit of the 
law at that time. 

Senator Lenman. I think we increased it last year, not decreased 
it. I mean we gave them a larger percentage, did we not? 

Senator Busx. 45,000. 

Senator SparKMAN, That is title I slum clearance. 

Senator Lrnman. I am under the impression that 8,000 for the last 
2 years was the limit of what they could ask for, substantially the 
limit. Because I know pretty well what the needs are in New York. 

Mr. Stusser. We know they are approaching their 10 percent limita- 
tion. 

Senator SpaRKMAN, By the way, there is a provision in this bill, is 
there not, to change that from 10 to 15 percent? 

Mr. Stusser. That is right. 

Senator SPARKMAN. Suppose you go ahead with your statement, 
Mr. Slusser. Some of those points are covered in your statement. 

Mr. Stusser. I would like to go one step further with what Sena- 
tor Lehman and Senator Bush have brought forward. 

We were authorized 45,000 annual contribution contracts this past 
year. Now, we will about make that, but the reason that we will 
have made that is because there had been some planning prior to that 
under the old preliminary loans. We put that in as a preference 
so that the Government would get back its money, and that is what 
has stirred the interest even to get us up to that. And we believe we 
will about make the 45,000. 

Now, that is actually a demand that is made upon us, and that is 
with some energy on the part of local authorities. 

At this time, I think it might also be well to give the members of 
this committee some of the more salient facts regarding public hous- 
ing. Roughly, 415,000 units have been completed and put in opera- 
tion. Twenty thousand more are under construction. 

Put into terms of people, about 1,600,000 are being housed—875,000 
are children ; 70,000 are adults 65 or older. Average 1955 family in- 
come is just over $2,000. One-third of the families are receiving 
public or private relief or payments under social security or some 
other public pension plan. 

Almost half, 48 percent, of public housing’s families are admitted 
because of service-connected preference, with most of these, 40 per- 
cent, being families of veterans. By coincidence, the percentages of 
minority groups is much the same—41 percent of our tenants are 
Negroes. 

To house these people we have cleared more than 20,000 acres of 
slums, or roughly an area half the size of Washington, D.C. This 
a meant the elimination of more than 250,000 units of substandard 

ousing. 

The t recommendation of 35,000 units a year for the next 2 years 
may appear a very modest request to some of you and unrelated to 
total need. It is nevertheless our best and considered estimate of 
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the current rate at which the local housing authorities throughout 
the country are able to plan and execute low-rent projects. It takes 
into consideration a number of factors. One of those is that private 
enterprise is finding a way to reach some of the people who heretofore 
have relied on public housing for decent living. We hope to see this 
factor greatly expanded; we believe it will be. 

Senator Busn. Right there, why are you so optimistic about that? 
I am glad to see that statement, but can you amplify that a little bit? 

Mr. Stusser. Because of the changes in the FHA setup and in the 
urban renewal setup. ‘The requests that have been put before you, if 
those are enacted, will greatly relieve some of the pressures on the 
Public Housing Administration. 

Another factor is the support that this program gives first to dis- 
placees of the urban renewal program, and second, to slum dwellers 
seeking an escape from their quarters. Any lower rate would seriously 
hamper slum-clearance activities. 

What we are recommending is a flexibility and continuity of the 
program that will insure economical operations, put this program on a 
realistic basis. 

As Commissioner of Public Housing, I intend to do my best to carry 
out such instructions as Congress makes to the executive branch. For 
the past 2 years, however, it has been increasingly difficult to carry to 
a successful administrative conclusion our statutory obligations. Our 
recommendations are designed to remedy this. 

From past experience, the importance of a continuity in planning is 
far above and beyond the importance of the number of units. There is 
no such thing as pushbutton planning. Soundly conceived projects 
are the product of long and tough thinking. I would like to see that 
made possible in all phases of the housing program. 

It is unrealistic to believe that the local housing authorities and our 
agency charged with the administration of the low-rent public housing 
program can turn planning off and on. In past years it has been 
congressional practice to limit. authorizations to 1 year. 

Overcoming the inactivity created by repeatedly shutting off plan- 
ning from the previous year is difficult. Neither the communities nor 
we have the time—faced with a year-end deadline—to make the plans 
so vital to the success of the program. 

Senator Lemman. Mr. Chairman, I do not want to hold up these 
proceedings but I do think that it is pretty important to clear up 
certain things. 

Senator SparkMAN. Go right ahead. 

Senator Lenman. Earlier in the day, in reply to a question which 
I addressed to Mr. Cole about the number of public housing units, he 
said that 35,000 was all that could be taken care of and had been applied 
for. And Mr, Slusser has again repeated that in the third paragraph 
on page 2 where he says: 

The recommendation of 35,000 units a year for the next 2 years may appear a 
very modest request to some of you and unrelated to total need. It is neverthe- 
less our best and considered estimate of the current rate at which the local hous- 
ing authorities throughout the country are able to plan and execute low-rent 
projects. It takes into consideration a number of factors. One of those is that 
private enterprise is finding a way to reach some of the people who heretofore 


have relied on public housing for decent living. We hope to see this factor greatly 
expanded ; we believe it will be. Another factor is the support that this program 
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cives first to displacees of the urban renewal program, and second, to slum dwell- 
ers seeking an escape from their quarters. Any lower rate would seriously 
hamper slum-clearance activities. 

I do not think that any of these statements—that this is all that 
is needed and all that the communities can handle—have at all been 
borne out by the testimony given to us today. I emphasize this fact 
because there is such a very wide divergence of opinion. So many of 
us think that 35,000 is just a “flea bite” as compared to the need. Many, 
many well-informed people who have studied the needs and the capa- 
bilities of the communities think that it should be a minimum of 
200,000. 

I don’t know. I cannot have remain unchallenged, statements such 
as have been made by the Commissioner and you with regard to the 
practical adequacy of 35,000—“practical” adequacy I think you said, 
in justice to you. I deny it. I challenge it very definitely. I think 
that it is something that we will possibly have to ask the Commis- 
sioner, Mr. Cole, and Mr. Slusser to testify again at further length. 

The other question I also want to raise in this question of sub- 
standard housing. When I asked the question how many substandard 
houses there were, you made the statement there were 814 million. 
Then I followed that up and said that I thought it was a fair conclu- 
sion that at least a very substantial part of those substandard houses 
were occupied by people of low income. I understand that you have 
deniedthat. But 

Mr. Corz. That was my statement, not Mr. Slusser’s. 

Senator Lenman. Yes. Well, do you mean to say that you want 
us to understand that all these people or the vast majority of them 
live in substandard houses by choice even though they could afford to 
go into better quarters 


Mr. Cotz. No, Senator 

Senator Leaman. That no substantial number of very poor families 
are living in these substandard houses, which include I suppose tene- 
ments too? 

Mr. Cox. Senator, neither you nor I have the statistics. There- 
fore, the words “substantial” and “great number” and “need” and 
“deteriorated housing” mean something to you and might mean some- 
thing different to me. Until we have the exact statistics and know 
what we are talking about, it is difficult for us to relate them. 

I merely said, Senator, that in my opinion the 8,500,000 substandard 
housing is not a relative figure in the debate whether or not we need 
X number of public-housing units. I don’t think you know, and I 
don’t think I know, and I don’t think anybody in this room knows. 
You can have an opinion that it does, and I can have an opinion that 
it does. But my point is, sir, that there are many, many, many people 
living in the substandard houses who have ample funds to buy or 
rent housing on an economic basis—many of them. 

I know that in the slum-clearance areas that are now being carried 
out by the cities, while there are varied conditions in various cities, 
you will be surprised at the number of people living in rockbottom 
slums, not due to race either, white Pn that are living in rockbottom 
slums who ean and will pay for and do pay for economically sustained 
rental or purchase housing. How many there are, as a statistic, I 
donot know. We donot have the information. 

I merely say to you, sir, that this figure of 8,500,000 is not relevant. 

75333—56——12 
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Senator Lenman. Well, I agree with you there are undoubtedly 
many, many people living in substandard houses who can afford to 
live in better houses. Let’s be generous and say 2 million families 
in substandard housing can afford better ones. That still would leave 
6 million living in substandard housing. 

Mr. Core. Why not say 

Senator Lenman. Or, if you wish, take 6 million people who could 
afford to live in better houses but still live in substandard housing. 
That still would leave a minimum of 214 million families that need 
very low rent housing. 

And may I say this to you: If it is true that all these people live 
in these substandard houses in spite of the fact that they could afford 
better houses, don’t you think that that is a confession on the part of 
the private builders that they are not doing their job? 

Mr. Corz. Oh, no. 

Senator Leuman. Here is this great field that could be tapped by 
the builders and it is not being tapped if your figures are correct. 

Mr. Coxe. I do not have figures, sir. 

Senator LeHmMan. Our guesswork figures. 

Mr. Coxx. I would not enter into a guesswork on it. May I say 
to you once more that I have never said, nor do I say now, that 35,000 
housing units will provide all of the public housing needed by people 
of low income or living in dilapidated units. I have never said that 
and I don’t say it now. 

Senator Lenman. No, but you did say that that is all that could be 
handled. 

Mr. Coz. We said this is the demand. 

Senator Bush raised a very important and interesting question 
and you too, sir: Is the demand limited by reason of the fact that 
no more units have been authorized by Congress? 

This is a good point and an interesting one. I don’t know, and I 
don’t think Senator Bush knows either, if I may be so bold to say so. 

Senator Busn. That is correct; I don’t know. 

Mr. Coz. I do not know. I only know this, sir: That based upon 
the demand, the Public Housing Administration is filling that 
demand. 

Now, once more we do not say that it meets the need of all of the 
people of low incomes that are living in dilapidated and deteriorated 
houses. No, sir. 

May I add one more thing? Maybe I shouldn’t, but I’d like to say 
this: Do you know what I need as Administrator in trying to get this 
program of 35,000, even 35,000, houses authorized by this Congress! 
I need to get votes from Members of Congress who are not in favor 
of it, who are not in favor of public housing, and—— 

Senator Lenman. May I answer that? 

Mr. Corx. I am trying the best I can to do that. I am doing every- 
thing under the sun to try to get this Congress to agree with me that 
we should have 35,000 units. And I have got to get them from people 
who don’t agree with me. 

Senator Lenman. 45,000 this year. 

Mr. Coxe. No, 35,000, I am talking about that in our request. 

Senator Lenman. Yes, but may I say this: That really it is the 
duty of Congress, the responsibility of Congress, to decide, of course, 
but they are bound to be influenced—and some of us will have to do a 
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lot of fighting and we have done a lot of fighting on a great many of 
those issues—but Congress is always influenced by the recommenda- 
tions made by the head of the department, particularly when the 
head of the department represents the administration and undoubt- 
edly represents the point of view of the administration. 

If you and the President came forward with a recommendation of 
100,000 or 150,000 units, I believe we would have a pretty good chance 
of getting a very substantial number. 

So that I mean it is not you; you do not need to sell this to Congress. 
You would be of great help to us if you were a little bit more generous 
or considerably more generous in your description of the ik 

Mr. Cote. Senator, I 

Senator Leuman. And I hope you will be before we go before the 
Congress. 

Mr. Coxe. I have been on both sides of this fence, of this desk—not 
here in the Senate. My judgment is, and this is just my judgment per- 
sonally, and officially, that if the President of the United States asked 
this Congress for 150,000 units they would give him 35,000. This is 
just my judgment, and this is the way that I go about trying to get 
some of the people in the Senate, some of the people in the House, to 
vote for public housing. Because I say to them we are asking for 
35,000 units, we need it, we must have it, we have got to have them. 
Now, we are not talking to you about any great program such as you 
are talking about. We are talking about getting some public housing © 
going and keeping it as a continuing program for 2 years at least. 

Now, this may sound very practical, maybe too practical, and I 
understand and I hope I appreciate your point of view, but this is 
the way that I think that I have achance. Understand what I say? I 
think [ have a chance. But it is a very slim chance that I can get 
35,000 units out of this Congress. A very slim chance. I think we 
will do it. 1 think it will be accomplished. But I don’t think I will 
do it by approaching Congress with an unrealistic figure. 

Senator Lenmwan. It would be a calamity if you couldn’t get 35,000. 

Mr. Cotx. Lagree with you. 

Senator Leaman. But it would also be a calamity if you got only 
35,000. That is my point. 

Mr. Corx. I think it would be a worse one if we got none. 

Mr. Watiace. Mr. Chairman, I have a telegram to Senator Ful- 
bright from Mayor Haskell Hay, of Texarkana, Ark. It raises a 
very interesting question, Mr. Cole. 

The question it raises is how many of these applications have been 
received compared with how many have been granted. I suppose you 
could furnish that for the record ? . 

Mr. Cotx. Yes; we will be delighted to furnish it for the record, sir. 

Senator Sparkman. Fine. Without objection, the memorandum 
that we shall receive will be put in the record at this point. 

(The memorandum referred to follows :) 


APPLICATIONS FOR Low-RENT Pusiic Hovsine Contracts 


The number of applications and requests to proceed with preliminary planning 
of low-rent housing units total 51,397 units in 270 localities (3 localities had 
both request to proceed and applied for new units) for this fiscal year through 
March 20, 1956. , 

Of these applications, 8,341 units in 59 localities had not yet been processed. 
Of the 43,056 units in 211 localities already processed, 38,064 units had been 
approved to proceed. 
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Senator SparKMAN. We have a table showing the status of the 


yublic housing program which we will insert in the record at this 
I g a is 
point. 


(The table referred to follows :) 


STATUS OF PuBLIC Houstne PRoGRAM 





Estimated | Estimated 
3 maximum actual 
Units contribu- | contribu- 
tions 


a) Completed and ready for occupancy: 
Public Law 412 (1937) 117, 014 | 
Public Law 671 (1940) 46, 025 
Public Law 171 (1949) | 194,149 | 





357, 188 


All Public Law 171: j 
(6) Not completed but construction contracts let | 20,949 10, 700, 000 

(c) Not covered in a and 6 but annual contributions contracts | 
signed - - tink <n | 54,927 \ 1 25, 125, 000 

(d) Not covered in a, 6, and ¢, but preliminary loan contracts | 


signed - _ - de ouhgras 
e) Not covered above but cooperation agreement signed. 
(Note.—This item is not applicable, inasmuch as a pre- 
liminary loan contract cannot be executed until a co- 
operation agreement has been signed) Libaigleas 
({) Not covered above but program reservation approved ___--| 
(9) Not covered above but requested by local housing an- 
thorities. (NotTE.—Requests are received by Public 
Housing Administration from local authorities, not 
from city councils) - - --- 157, 347 , 000, 1 63, 750, 000 


68, 226 36, 900, ! 27, 675, 000 





| Estimated at about 75 percent of the fixed or maximum contribution, after allowing for residual receipts 
which go to reduce the Federal contribution. 

? Approximated by using an average development cost of $11,083 per unit, and an assumed maximum 
contribution rate of 4.875 percent of development cost. 


Senator SparkMaN. Go ahead, Mr. Slusser. 

Mr. Stusser. After Congress authorizes a 1-year program, appli- 
cations have to be received by PHA and allocations made on the isle 
of need. This consumes a substantial part of the year. Thereafter, 
local authorities have to select sites, determine their suitability and 
probable cost, prepare tentative site plans and dwelling unit plans, 
outline specifications, and estimate total development cost. ‘This must 
all be done well before the year runs out in order to allow time for 
PHA review and for the preparation and execution of definitive con- 
tracts. Year after year it has been our experience that the available 
time for accomplishing all these steps is far too short, and that in the 
last-minute rush plans are made hastily. Haste makes waste, as you 
know. 

Sections 401 and 402 together would also restore the requirement 
that a community have a workable program for the prevention and 
elimination of slums and blight in order to obtain public housing. 
This was dropped in 1955, apparently on the theory that it would 
restrict the public-housing program. More and more communities, 
both large and small, are now bringing in workable programs for 
approval by Administrator Cole. Most of our principal public-hous- 
ing centers have such programs, and it seems to me that any restric- 
tions that may have been thought to exist are not as difficult as they 
were once thought to be. 

Moreover, I do not think it too much to ask of a city, however 
large or small, that it bestir itself in the adoption of a program that 
cannot but be beneficial. The workable program is a flexible idea, 
and a combination of forethought and flexibility in the overall hous- 
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ing program is what we need in the job of rebuilding the homes of 
this Nation. 

Subsection 401 (b) would repeal the proviso in the 1953 appropria- 
tion act which prohibits the Public Housing Administration from 
committing itself to authorize construction starts for more than 
35,000 dwelling units in any one fiscal year. This proviso is unneces- 
sary. The size of the program under section 401 (a) is best controlled 
through the authorization for entering into contracts. Once the con- 
tract is entered into, it is costly and inefficient to hold up construction 
arbitrarily. The rate of construction can be held to a normal course 
through reasonable and necessary administrative controls which the 
PHA has under section 15 (5) of the United States Housing Act to 
authorize the award of the main construction contract. 

Section 403 amends section 21 (d) of the Housing Act of 1937 which 
provides that— 
not more than 10 per centum of the total annual amount of $336 million provided 
in this Act for annual contributions * * * shall be expended within any one 
State. 

Section 403 would raise this limitation from 10 to 15 percent. 

Because of the demonstrated need for low-rent housing in New 
York State, the amount of annual contributions now under contract 
for this State is greater than for any other State. By the time con- 
tracts have been executed covering the allocations made to New York 
State for this year on the basis of its low-rent housing needs, the total] 
outstanding contracts will approximate the statutory State limitation. 
Unless the 10 percent limitation is increased, New York State will be 
substantially excluded from participation in the low-rent housing 
program proposed for fiscal 1957 and 1958. This would be unfair 
since New York has itself financed State-aided and city-aided low-rent 
programs which exceed in size the federally-aided low-rent program 
in the State. 

A continuation of the Federal program in this State is urgently 
needed to help meet the needs of low-income families displaced by 
slum elimination. 

Section 404 contains special provisions designed to assist in meeting 
the housing problems of elderly families or single persons of low 
income. Subsection (a) would amend the definition of “families of 
low income” in order to make single persons 65 years of age or over 
eligible for suitable low-rent housing units. This amendment would, 
for the first time, permit the admission of single persons. 

Today a single remaining member of a family already occupying 
a public housing unit is allowed to stay in the project. 

We recognize, however, that elderly single persons of low in- 
come constitute a special class who find it most difficult to better their 
economic status. We, therefore, recommend the liberalization of the 
act to permit these people to be admitted to suitable small units. 

Subsection 404 (b) would give a preference to elderly families, age 
65 and over, for housing suitable to their needs. Those displaced by 
slum clearance or other governmental action would be given a first 
preference. These determinations are to be local decisions in the light 
of local conditions. 

_ Subsection 404 (c) would increase the normal construction cost tim- 
itation per room on accommodations designed specifically for elderly 
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families to $2,250. This amount is $500 above the normal limitation 
for the ordinary type of accommodation and $250 below that for hous- 
ing in Alaska. This suggested difference in costs takes into considera- 
tion the relative cost of bathroom and kitchen facilities to be provided 
in smal] units, along with the special construction features for aged 
people. 

I wish to point out that this program for the elderly will not penalize 
families with children. This is because the existing number of effi- 
ciency or one-bedroom apartments suitable for elderly couples or single 
persons is relatively small. 

Similarly, in the planning of new projects, I believe that we can 
rely on local housing authorities to achieve the proper balance between 
the housing needs of the elderly and those of families with children. 

In proposing legislation specifically for our senior citizens, we wis) 
to emphasize that such legislation should be permissive and decisions 
under it left as much as possible to local planning and determination. 

Obviously, we cannot tailor plans in Washington to fit the needs of 
all communities. The place for that to be done is in the communities 
themselves. Weare only seeking to make it possible for them to do so. 
For the Federal Government to arbitrarily set the minimum or maxi- 
mum percentage of units available to elderly persons would be imprac- 
ticable and contrary to the best advice of local housing authority offi- 
cials. The necessary and proper number of units for such purpose 
will vary from project to project. 

Now, that is the end of the low-income section. If you have ques- 
tions on that, then we could go on to these others. 

Senator SparKMAN. Any questions, Senator Bush / 

Senator Busn. No. 

Senator SparKMAN. Goright ahead. 

Mr. Stusser. Section 405 would add new provisions to the United 
States Housing Act of 1937, as amended, to direct the Public Housing 
Administration to transfer farm-labor camps without monetary con- 
sideration to any public housing agency. 

Requests for transfers under this provision must. be made by the 
local agency within 12 months after enactment. The local agency 
must certify the low-rent need for the project and also that first, pref- 
erence for occupancy will be given to low-income agricultural workers 
and their families, and second preference to other low-income persons 
and families. 

The farm-labor camps were originally developed in the 1930's by 
the Resettlement Administration. The Housing Act of 1950 trans- 
ferred them from the Secretary of iculture to the Public Housing 
Administration. The 1950 act stipulated that the camps be disposed 
of to local housing agencies to repay any net receipts over a 20-year 
period to the Federal Government. All but 2 of the 38 camps are cov- 
ered by such contractual arrangements with local housing authorities. 

Only 16 percent of the 9,049 units in this program are family dwell- 
ings with bathroom and kitchen facilities. About 77 percent are 
1-room units for living and sleeping purposes, with toilets, running 
water, and laundry facilities provided in small community buildings. 
The remaining 7 percent are merely platforms for tents or trailer- 
parking spaces. 

The farm-labor camps are carried on PHA books at, $11,207,000, 
their original cost, less amortization. In the last fiscal year $1,415,000 
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in rents were collected and expenses totaled $1,355,000. The remain- 
ing $60,000 was retained by the local housing authorities as reserves 
for repair and rehabilitation, the Federal Government receiving no 
income. 

These camps, however, require very substantial improvements if 
they are to serve the needs of migratory and other agricultural work- 
ers. PHA has no funds for this purpose, and under terms of existing 
contracts the local housing authorities are unable to secure necessary 
funds from other sources. The local authorities and their govern- 
ments, however, maintain that if they owned the projects they would 
be able to secure funds for their rehabilitation. Also, because of the 
nature of these camps and the tenants they serve, they do not fit into 
the operations established for nonfarm families under the act. 

We believe it is the part of economy and sense to dispose of the 
camps as proposed in the light of the existing conditions. After the 
local authorities take full title to the projects, their further use will 
be governed by applicable State laws. 

Sections 406 and 407 deal with housing now under PHA jurisdic- 
tion, but which we believe should be disposed of as soon as possible. 
Section 406 is concerned with temporary defense housing built under 
Public Law 139 (Defense Housing and Community Facilities and 
Services Act of 1951) and four World War II projects. The Defense 
Department has determined that 41 of the temporary eames com- 
prising about 6,900 trailers and temporary units and the 4 Lanham 
Act permanent projects listed in section 406 (a) are still needed for 
defense purposes and should be transferred to the Department effective 
July 1,1956. Two of the Lanham projects are in Pensacola, Fla., and 


two are in Philadelphia, Pa. After the transfer, the law applicable 
to similar properties of the Department of Defense would apply. 
Subsection 406 (<c) would direct the Housing Administrator to 
’ 


convey Tonomy Hill, a 538-unit Lanham Act project at Newport, 

R. L, to the housing authority of the city of Newport for low-rent 
use in accordance with section 606 of the Lanham Act, but with 
authority to continue to house military personnel regardless of in- 
come. Such personnel would have a 3-year preference for admission 
to 360 units. 

This arrangement is satisfactory to both the Defense Department 
and the Newport Housing Authority. 

_ As for the two projects in Philadelphia, previously authorized by 
Congress for transfer to low-rent use under section 606 of the Lanham 
Act, we have not been able to reconcile the views of the military and 
the local housing authority. On the basis of representations of the 
military, we recommend transfer of the projects to the Department 
of Defense. 

_ Section 407 would add a new section 614 to the Lanham Act de- 
signed to accelerate disposition of two classes of permanent war hous- 
ing: (1) Housing to be sold onsite which cannot be subdivided for 
individual sales and (2) permanent housing to be sold for removal 
from the site. 

The new section 614 would require that all this housing be sold 
on a competitive basis to the — responsible bidder, except that 
the Housing Administrator could reject any bid which he determined . 
to be less than the fair-market value of the property, and thereafter 
dispose of the property by negotiation. 
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The projects to be sold onsite are, under the existing provisions of 
section 607 (c) of the Lanham Act, subject to a special preference for 
mutual organizations. This preference would be removed by the pro- 
posed legislation. However, this termination of preferences would 
be postponed until January 1, 1957, in order to complete arrangements 
with prospective purchasers who have already taken steps to obtain 
preference rights. 

In the case of permanent projects to be disposed of by selling the 
structures for removal from the site, sales preference to veterans 
under existing law have seldom been exercised and are of little or 
no value. These preferences would, therefore, be eliminated upon 
the effective date of the enactment of section 407. 

Permanent projects which are divisible so that individual sales can 
be made for onsite use are not affected by this legislation. It is this 
class of projects in which the existing preferences to occupants and 
veterans are of real value, and these preferences will not be disturbed 
by the proposed legislation. 

Subsection (b) of section 407 would require that any contracts 
entered into after enactment of the new section 614 for the onsite dis- 
posal of nondivisible housing (except contracts entered into under 
the new sec. 614) must provide that if title does not pass to the pur- 
chaser by April 1, 1957, the rights of the purchaser shall terminate 
and the housing then be sold under the provisions of the new section 
614. 

This provision is designed to eliminate any lengthy delay on the 
part of purchasers after signing the sales contract in completing the 
sales transaction. 

Senator Sparkman. Thank you, Mr. Slusser. 


At this point I have the material to be placed in the record, the 


statistics that you supplied us with reference to the program so far. 
(The material referred to follows:) 


ANNUAL CONTRIBUTIONS AND CONSTRUCTION Starts, PHA Low-REentT ProcRam 


Prior to Housing Act of 1949 no limitations on units but on annual contribu- 


tions. From 1940, much low-rent housing diverted to war use and became part 
of war construction program. 


The record since enactment of the Housing Act of 1949 is as follows: 


Placed under 

ia annual con- | Placed under f SSS 

Fiseal year | tributions | construction Limitation 
| contract 


2,774 | None. 
88, 359 | Presidential limitation to 30,000 in last 
half 1950.! 
52, 912 | 50,900 construction starts? 


37, 293 | 35,000 construction starts? and future 
contracts cannot commit PHA to 
more than 35,000 construction starts 

| per year. 

18, 674 | No new contracts an? 20,000 construc- 

| __ tion starts. 
8,723 | 35,000 new contracts. 


! 28,656 started July-December 1950. 


? Limitations were on units initiated after Mar. 1, 1949; the excess of construction starts were for units 
initiated prior to that date. 


* Includes 842 units in July on 1-month extension. 
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Status of low-rent program, as of Jan. 31, 1956 


| 
> Y ¢ 
| Housing Act |; Housing Act fa. oem 
| _of 1949 of 1987 “I nuhass my 
program | program transfers 
. 


Number of dwelling units: 
Completed 414, 026 | 195, 093 | 
Under construction - - - . .----- 20, 215 | 20. 215 
Under ACC, not under construction 55, 741 | 55, 145 | 


Subtotal __- 489, 982 | 270, 453 | 166, 671 
Estimated new contracts by July 31, 1956_ 45, 000 45, 000 |..-----. Par 


Total . . 2... 22-2525 nese en ewan ssn sceeseee | 534, 982 1 315, 453 | 166, 671 


| 


| — 


Number of projects: | 


yt pS Sa 2, 103 | 1, 365 | 574 
Under construction - - - - --- slices a 54 a 
Under ACC, not under construction 146 141 5 


1, 560 | 579 


“2, 303 | 


| Includes 14,471 units financed under Housing Act of 1949 but initiated prior to Mar. 1, 1949; therefore 
on July 31, 1956, there will be 300,882 units completed or under contract of the 810,000 unit limitation in the 
Housing Act of 1949. 


2Units in Virgin Islands PWA project being rehabilitated under Public Law 171. 
Souree: PHA statistics branch Mar. 19, 1956. 


Cost of low-rent projects 
Constr Greil Giet a) es Oe ea ae * $7, 65 
Site and site improvement *1, 976 
Nondwelling construction and equipment, interest, emergency, archi- 
tect, ete 


Total development cost 
1 For 4.9 rooms—almost 1 room more than private rental. 
2 Includes cost of slum dwellings and clearance. 


It is estimated that about $200 may be added to the above for contingencies 
during construction, ete., bringing total cost to about $10,800. 


PROGRAM TOWARD 45,000 UNIT AUTHORIZATION 


As of today we have processed 38,000 units in 200 localities for preliminary 
planning. We have processed only those units which our field offices have as- 


sured us could get under annual contributions contract by the expiration date, 
July 31, 1956. 


NUMBER OF HOUSING AUTHORITIES AND NUMBER OF LOCALITIES 


By the end of this year there will be nearly 800 local authorities operating in 
more than 1,000 localities which will have low-rent projects completed or under 
annual contributions contract. 
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Treatment of restrictions on public housing under S. 3302, 8. 2762, and 8. 3158 


Administra- > P 
tion bil | Payne bill | Lehman bili 


Restrictions ! 

. Philips 
2. Roanoke -. 
3. Hiestand 
4. Program termination 

5. Limitation on construction starts 

Gwinn amendment. .- -.-.- 

7. Self-liquidation amendment 
8. 10 percent limitation on State.................2..-...--.-2) 
9. Workable program... 


a 
tb 


blldItdds 
| Po b4 da baba ba be go 


+KIIMIII 1g 


X Take out. 

— Leave as is. 

+ Add. 

'1, 2, 4, 5, 6 are in appropriation acts, 3, 7, 8 are in United States Housing Act, as amended, 9 to be added 


to Housing Act of 1949, as amended. 
? Not in present legislation. 





TREATMENT OF RESTRICTIONS ON PUBLIC HOUSING UNDER 8. 3158 (LEHMAN), 8. 3302 
(CAPEHART), AND 8. 2762 (PAYNE) 
S. 3158 

Section 107 of S. 3158 would repeal 5 provisos which have appeared 1 or more 
times in various appropriation acts but which are so worded as to constitute 
permanent legislation. It would also repeal 2 subsections of section 10 of the 
United States Housing Act of 1937, as amended (subsec. 10 (j) (self-liquidation 
of projects) and subsec. 10 (1), the Hiestand amendment), 

Phillips, Roanoke, and Hiestand.—The Phillips proviso (the third proviso in 
the 1944 appropriation act) and the Roanoke proviso (the fourth proviso in the 
1953 appropriation act and the fourth proviso in the 1952 act), are concerned with 
permitting local governments to terminate low-rent housing programs. The 
Phillips proviso permits termination at any time up to completion of the project 
if the local governing body or a local referendum indicates that the community 
does not want the project. It provides for negotiation between the community 
and the Federal Government for completion or abandonment of the project and 
for an agreement to pay the Government any moneys expended prior to rejection 
of the project and to pay the amount required to liquidate all obligations incurred 
prior to rejection. The time for commencement or terminations of the negotia- 
tions is left indefinite. The Roanoke proviso permits termination of a project 
only prior to commencement of construction and contains no provisions for pay- 
ment to the Federal Government or for liquidation of obligations. The Hiestand 
amendment (subsec. 10 (1)) of the United States Housing Act) has the same 
objective as the Phillips and Roanoke provisos but accomplishes it in a more 
comprehensive and workable manner by permitting liquidation of the project 
at any time, even after the project is completed and occupied, and by specifically 
setting forth the requirement that all obligations connected with the project must 
be paid off at the time of sale of the project. 

We believe it would be desirable to repeal the Phillips and Roanoke provisos, 
but we do not consider this to be essential, since in any case where a locality 
wishes to terminate its low-rent program the Hiestand amendment would prob- 
ably be invoked. 

Termination of program.—Another of the provisos proposed to be repealed by 
S. 3158 is clause 2 of the eighth proviso in the 1954 appropriation act, which has 
the effect of prohibiting any further extension of the low-rent housing program 
unless specifically authorized by the Congress. This same provision now appears 
as permanent legislation in subsection 10 (i) of the United States Housing Act, 
as amended, and would be continued in the revision of subsection 10 (i) as pro- 
posed in the administration bill, 8. 3302. We see no objection to repealing this 
proviso, but see no real necessity for such repeal. 

Limitation on construction starts ——A further proviso proposed to be repealed 
is clause 2 of the third proviso in the 1953 appropriation act which prohibits the 
PHA from committing itself to authorize the commencement of construction of 
more than 35,000 dwelling units in any 1 year. This proviso should be repealed, 
and such repeal is proposed in the administration bill 8. 3302 for the reasons 
stated in our recommendations regarding that bill. 
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Gwinn amendment.—The final proviso in appropriation acts which would be 
repealed by S. 3158 is the so-called Gwinn amendment (sixth and seventh pro- 
visos in the 1954 act and the fifth and sixth provisos in the 1953 act). This pro- 
yviso prohibits the occupancy of any public housing unit by a member of an 
organization designated as subversive by the Attorney General. The reasons 
pro and con for the repeal of this proviso have already been fully debated by 
the Congress in past years and is a matter of basic policy which should be 
decided by Congress. 


Self-liquidation of projects.—The other subsection of the United States Housing 
Act (in addition to the Hiestand amendment, discussed above) which S. 3158 
proposes to repeal is subsection 10 (j), the so-called self-liquidation provision, 
under which a local housing authority, after sale of the project or retirement of 
the project bonds, would be required to pay back any surplus from sale or opera- 
tion to the Federal Government and to the local government in proportion to 
their respective contributions to the project. We believe that this is a fair 
provision and, therefore, recommend against its repeal. 

S. 3302 


S. 3302 would remove the proviso (clause (2) of the third proviso of the 1953 
appropriation act) which prohibits the PHA from committing itself to authorize 
the commencement of construction of more than 35,000 dwelling units in any 
1 year, discussed above. It would also raise the total amount of annual con- 
tributions that could be contracted for in any 1 State from 10 to 15 percent 
of the total authorized for the country, an amendment we recommend. 

S. 3302 would restore a restriction which was removed by the Housing Amend- 
ments of 1955 which required the community to have a workable program as a 
condition to entering into a new contract for additional low-rent public housing. 
We recommend the restoration of this requirement. 


S. 2762 

This bill would not repeal any of the restrictions mentioned above nor would 
it restore the requirement of a workable program. 

Senator SparkMAN. Thank you very much, Mr. Slusser. 

Now, that brings us to college housing. Mr. Hazeltine. 

Mr. Hazeltine, let me say I have read your statement, and I see no 
need of your reading it. We will place it in the record at the end 
of your remarks. 

I will ask you if I interpret correctly that this bill, S. 3302, proposes 
to amend the college housing title in two respects. One is to increase 
the revolving fund from $500 million to $600 million ¢ 


STATEMENT OF JOHN C. HAZELTINE, COMMISSIONER, COMMUNITY 
FACILITIES ADMINISTRATION 


Mr. Hazevtine. That is correct, sir. 

Senator Sparkman. And the second is to change the formula for 
determining the rate of interest ? 

Mr. Hazevtrneg. That is correct. 

Senator Sparkman. Which would result at the present time in an 
re in the interest rate from about 2% to 314? Is that about 
right ¢ 

Mr. Hazevtine. From 234 to 314 percent. 

Senator Sparkman. Do i construe correctly that your principal 
argument on the need for the increase in the interest rate is that the 
low rate has virtually driven out private investors and that the 314 
percent you think might invite them back into the field ¢ 

Mr. Hazevrrne. That is correct, sir. The 234 percent rate pre- 
cludes any but Federal funds in this program. The 3% interest rate 
would be intended to permit such of the public institutions, especially . 


ones with the higher credit rating and the longer experience, to get 
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their money from private sources, thereby relieving the college hous- 
ing program of the necessity to finance those large institutions and 
permitting us to aid more successfully the others. 

Senator Sparkman. I take it from your statement that you are 
being rather overwhelmed with applications. Is that right? 

Mr. Hazevtine. That is correct, sir. We have had in the last 6 
months relatively as much work as we had in the last 4 years, due 
primarily to these very large institutions coming in and to many in- 
stitutions coming in who otherwise could have gotten their money at 
a reasonable rate from the investing public. 

Senator Sparkman. Mr. Hazeltine, last year we changed the in- 
terest formula from the old formula. If the old formula were still in 
effect, what would the interest rate be ? 

Mr. Hazetrine. The old formula was a permissive formula with a 
minimum but no maximum. The actual amount of the interest rate 
would have been set by the Administrator. 

Senator SparKMAN. And it was geared to the market, was it not / 

Mr. Hazevtine. That was our attempt; yes, sir. 

Senator Sparkman. It is your contention that the present rate is 
not in reality geared to the money market ? 

Mr. Hazevtine. That is right; it is not. 

Senator SparKMAN. And you feel it should be ¢ 

Mr. Hazevtrne. We feel that it should be, that it should be in line 
with general investment markets. But we also realize the great need 
of the colleges, and, therefore, that the rate should be as low as pos- 
sible to permit the colleges to rent to their students rooms at a rate 
that they can afford to pay. 

Senator SparKMAN. Do you think that at a rate of interest say of 31% 
percent it would be economical to the colleges ! 

Mr. Hazertine. Yes; it is very possible for them to build virtually 
self-liquidating projects at around 314 percent interest. 

Senator SparKMAN. I sponsored the original legislation that wrote 
this into the law. As I recall, my original proposal was 214 percent 
direct loans, and I remember that we made some modification after 
hearing considerable testimony from the various colleges. But I 
remember how narrow was the margin between successful operation 
and inability to provide the housing. 

Have you gone into that carefully in connection with this recom- 
mendation ? 

Mr. Hazevtine. We have gone into that very carefully, Mr. Chair- 
man, and we feel that there is perhaps an overemphasis by many of 
the people in the educational field on the low interest rate with regard 
to their ability to construct a virtually self-liquidating project. 

I have stated in my prepared statement that a very small increase 
per room would help substantially on that and I do not feel that the 
increase per room, or per bed shall we say, would prevent the deserv- 
ing student from coming to college. 

I also feel that we will be, with this higher rate, aiding materially 
the entire educational construction field by permitting us to supply 
part of the money while more money than we supply would probably 
come from other sources, 

Senator Sparkman. Thank you very much, Mr. Hazeltine. 

Mr. Ho«zetrrme. I have one other item here that was not covered, 
if you will permit me to read this. 
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I have one further point which I would like to add to my prepared 
testimony. Under the legislation as now proposed, all of the appli- 
cations in hand not com letely processed prior to the date of enactment 
of the legislation would carry the newly-proposed interest rate. The 
date of enactment is, of course, uncertain, but it is improbable that we 
would be able to process the large number of pending applications 
in time to prevent some of them from rey erting to the higher interest 
rate. 

This would be unfair to the many applicants who have filed in the 
belief that their loans would carry the present interest rate and whose 
applications, through no fault of their own, still have not been proc- 
essed. 

Therefore, I am presenting an amendment that the new rate if en- 
acted be applicable only to those applications filed on or after today’s 
date, March 20, 1956, “I believe that this is only fair and equitable to 
the colleges concerned. Applications filed after the above deadline 
which becomes public knowledge after this testimony would carry the 
newly proposed rate. 


I believe this to be a desirable change and in the best interests of 
the program and the institutions. 

This change has been approved by the Bureau of the Budget. 

I have here the necessary change in the language of the bill to 
accomplish this purpose, which I will submit for the record. 

(The proposed amendment follows :) 


On page 29, lines 22 and 23, of S. 3302, strike “contracts entered into after the 
date of enactment of the Housing Amendments of” and insert “applications filed 
on or after March 20”. 


Senator SparKMAN. Thank you, Mr. Hazeltine. 
(Mr. Hazeltine’s prepared statement follows :) 


STATEMENT OF JOHN CC. HAZELTINE, COMMISSIONER COMMUNITY FAcILITIES 
ADMINISTRATION 


Mr. Chairman and members of the committee, it is a privilege to appear 
before you this morning to discuss a problem which is of vital interest to all 
of us. Title V of the bill concerns Federal loans for college housing and related 
service facilities. This is generally known as the college housing program. 
We, all of us in the agency, believe that this is an excellent program basically 
and we have given it strong support. I do not believe that anyone who has 
come in contact with us on this program can doubt this statement. We appre- 
ciate the housing problems which the colleges and universities are facing as 
the result of the highest enrollment in the Nation’s history and we are ex- 
tremely cognizant of the difficulties which lie ahead. The principal of long- 
term loans at reasonable interest rates which the Congress has developed to 
meet the need for low-cost accommodations, is basically sound. President 
Risenhower endorsed the program in approving the Housing Amendments of 
1955 and again in his budget message in January. In recommending further 
expansion of the program, however, he cautioned that the interest rate ought to be 
a realistic one which would encourage participation from private investment 
sources rather than causing the entire load of the program to fall exclusively 
into direct Federai loan channels. 

The two changes proposed in title V have been drafted with these objectives 
in mind. One would increase the revolving fund loan authorization from $500 
million to $600 million. The other would modify the legislative formula deter- 
mining the rate of interest which the Housing Administrator must pay to the 
Treasury and which the colleges must pay to the Housing Administrator in 
connection with the pregram. 

Under the provisions of title V of the bill, funds borrowed by the Adminis- 
trator from the Secretary of the Treasury for use in the college housing program 
would bear interest at a rate based on the average market yield on all out- 
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standing marketable obligations of the United States having a remaining 19. 
turity of 15 years or more. This formula would replace the formula now 
in the law which bases the interest rate paid by the Administrator on the 
average rate borne by all interest-bearing obligations of the United States. 
irrespective of maturity, or 2% percent, whichever is higher. The formula 
proposed by title V of the bill would currently result in the Housing Adminis. 
trator paying 2% percent on funds borrowed from the Treasury. Under the 
present law the rate for fiscal 1956 is 21%4 percent. 

The bill would further provide that the Housing Administrator, in making 
loans for college housing and related facilities, would charge a rate equal io 
that payable by him to the Treasury plus 4 of 1 percent. The present law 
provides for a similar 4% of 1 percent spread. However, because of the different 
base to which the 4 of 1 percent differential would be applied under the biij. 
as compared with the present law, the net result of the bill, under current 
market conditions, would be to raise the college housing interest rate from 2%, 
percent to 3% percent. 

In brief, the two major changes which would result from the enactment of 
title V are a % of 1 percent increase in the interest rate paid by the colleges for 
long-term Federal loans for college housing and related facilities, and a $100 
million increase in the total loan authorization. I am convinced that the inter- 
est rate change is highly desirable and that the increase in the authorization 
will be needed to carry the program through the next 12 months. Before ex- 
plaining my reasons for this conclusion, I would like first to comment briefly 
on some detailed changes which title V would make in the present law. 

The bill would base the interest rate payable by the colleges on current market 
Treasury bond yields. This change appears to me to be desirable in principle. 
Secondly, the formula would reflect the average yield on obligations of the 
United States having 15 or more years to run to their maturity, instead of re- 
flecting the average rate on all interest-bearing obligations of the United States 
irrespective of their maturity. This change likewise seems to me to be desir- 
able in principle since the college loans are long-term loans. Finally, the bill 
would provide for quarterly adjustments in the interest rate as of the first day 
of January, April, July, and October of each year, instead of maintaining the 
same rate throughout an entire fiscal year on the basis of a computation made 
at the end of the preceding fiscal year. I believe that this change is also very 
desirable since it prevents the interest rate from being too far out of line with 
current conditions while at the same time avoiding overly frequent adjustments. 

Returning now to the effect which the bill would currently have of increasing 
the interest rate by % of 1 percent—I would like to explain why I believe that 
this change is very desirable. Enrollments in colleges and universities in the 
fall of 1955 were the highest in the Nation’s history, being just short of 2% 
million students. 'Phis is higher than the enrollment during 1949 when the 
impact on our colleges of veterans studying under the GI bill of rights was at 
its ereatest. The increased birth rate during the 1940’s will soon result in a 
further increase in college enrollments which the Department of Health, Educa- 
tion and Welfare estimates will reach about 8 million students by 1960 and 
about 4 million by 1965. 

On the basis of estimated enrollments, in terms of current construction costs, 
over $2 billion worth of additional residential construction will probably be 
needed by our colleges by 1965. This estimate assumes that about one-half of 
the increased enrollment will find housing off the campus, an assumption which 
may well be too optimistic in view of the tight off-campus residential housing 
picture, the declining provision for extra bedrooms in private housing, and the 
demolition of the older type boarding houses. Furthermore, if family housing 
is to be provided for graduate students and young faculty members, we must 
increase our estimate to about $4 billion to cover the housing needed for stu- 
dents, student families and faculty members by 1965. Substantial additional 
sums will also he needed for related facilities such as student unions buildings 
and dining and cafeteria facilities, all of which are eligible for loan assistance 
under the 1955 amendments to the law. 

In view of the magnitude of the need which has emerged so rapidly, it 
seems clear that Federal aid is necessary in order to assist the colleges in 
their efforts to meet it. However, the very magnitude of the need also makes 
it clear that we will not get the whole job done unless we have the patience 
and wisdom to design a form of Federal aid which will encourage private 
financing, rather than supplant it. If the interest rate on the Federal di- 
rect loans continues at an artificially low level, the Federal loans will great- 
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ly curtail, if not eliminate, the ready availability of private investment funds. 
The end result of placing an artificially low level on the interest rate for 
Federal loans will be that instead of more capital being available for this 
type of loan, there will, over the long run, be substantially less capital in 
the aggregate. Im the meantime, if private capital is eliminated from this field, 
increasing pressures will be placed on the Federal Government to make di- 
rect loans aggregating billions of dollars. 

In this connection it should be noted that the Housing Amendments of 1955 
had the effect of reducing the college housing interest rate from 3% to 2% 
percent, thereby causing the virtual elimination of private loan funds for col- 
lege housing. In fact, with respect to loans under the Housing Agency college 
housing program, there has been no private participation at all since the 1955 
amendments. At the same time, a flood of applications was received for 100 
percent direct Federal loans and is still continuing. 

The facts are that, under the artificially low 2%4-percent interest rate which 
the present law prescribes, even those public tax-supported institutions whose 
obligations are tax exempt and who always had ready access to the private 
capital market are turning to Federal loans. Applications from large public 
institutions are far greater in number than under the early law and many 
of these applications are in large amounts. For example, applications for $23 
million and for $13 million were recently received from two public institutions. 
At this point I wish to assure you that we make no differentation between public 
and private institutions, both of whom are carrying their full share of the 
educational burden, but I do believe that those institutions whose obligations 
are tax exempt, thus making it possible for them to obtain reasonable interest 
rates, should obtain their funds from private sources. Similarly since the advent 
of the 2%4-percent interest rate, many well-known and long-established private 
institutions are coming to the Federal loan program when previously they ob- 
tained building funds elsewhere. Again bearing in mind that the total estimated 
need of our colleges by 1965 may be as much as $4 billion worth of housing and 
that substantial sums will be needed for other eligible facilities, we are con- 
fronted with a tremendous problem. I do not believe that the Congress will 
wish to continue indefinitely along a path of total support of the program by 
Federal funds. 

The other alternative is that provided in title V of the bill, a modest increase in 
the interest rate which will again allow a flow of private funds, in fact, will help 
to trigger a flow of private funds at reasonable interest rates into the expansion 
of college housing and related facilities. 

We have given long and careful study to this proposal, consulting both the 
borrowers and those who might be expected to participate in lending operations 
under the program. We are not entirely without practical experience in the 
matter. During the 5 years of the program’s operation we have made loans 
at 2%, 3.01, 3%4, and 314 percent. We have seen in practice with loan after loan 
the effect of the interest rate on the economic feasibility of these projects, as well 
as the effect of the interest rate on the marketability of the bonds. It is this expe- 
rience which indicates that the proposed rate will not have an adverse effect on 
the soundness or feasibility of these loans, nor will all loans be taken up by pri- 
vate investors at 314% pereent. Many of the issues of the better known tax-sup- 
ported institutions will end up outside of our own portfolio, and we will find it 
necessary to purchase only the last 10 to 20 years of the maturities of many other 
issues of tax-supported institutions. Still other loans, including most of those 
offered by private institutions, will be purchased in their entirety by the Govern- 
ment. This seems to be eminently right and proper and to be the kind of support 
which we should give to the colleges and universities. It will tend to divert 
private investment resources of the country to those loans which do not néed 
our support. It gives solid backing to those which do need our support. 

The one-fourth of 1 percent margin over the cost of money from the Treasury 
is the same as that provided in the Housing Amendments of 1955 and represents 
2 minimum charge for administration and the creation of a small reserve. It 
will be several years before the amount of loans actually disbursed will be suf- 
ficient for this margin to bring the program to a break-even point on its corpo- 
rate balance sheet. 

The increase of three-eighths of 1 percent in the interest rate on Federal loans 
which would result from the enactment of title V of S. 3302 would be a small 
price to pay for again encouraging a flow of private investment funds toward col- 
lege housing and related facilities. The resulting rate of 3144 percent would be 
less than the rate (3%4 percent) which prevailed before the 1955 amendments. 
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Furthermore, a modest increase to a 3%-percent rate seems eminently fair for 
these long-term loans. The fact is that the Federal Government, itself, has re. 
cently been paying 3 percent for long-term money. 

Most important of all, the increase will have only a minor effect on the rentals 
which must be charged to students living in a self-liquidating residence ha)j. 
Assuming a reasonable average cost per bed, the difference in interest cog 
amounts to only about $1 a month. This small differential does not warrant the 
loss of private participation in the financing of college housing and the conse. 
quent increased drain on the Treasury. 

Before concluding my statement, I would like to comment on the proposed 
$100 million increase in the borrowing authorization. As of March 1, $19 
million has been committed by contract, $132 million has been reserved for elj- 
gible applicants, and applications under preliminary review amount to $144 
million, making a total of $456 million of the $500 million now authorized for 
the program. The increased authorization is therefore necessary to assure that 
funds will be available for the continuation of this program which is basically 
most desirable. If the interest rate provisions contained in title V of S. 3302 
are enacted, thereby encouraging private participation in the program, the $100 
million increase should be adequate to take care of continuing needs for the 
coming 12 months, { 


Senator Sparkman. Mr. Cole, I believe it is agreed that we will 
have a short session tomorrow from 1:30 to 2:30. Is that right? 

Mr. Core. That is correct. 

Senator SparKMAN. That is fine. 

Mr. Coz. Thank you. 

Senator Sparkman. I hate to ask you to come back. Thank you 
very much, gentlemen. 

The subcommittee will stand in recess until 10 o’clock tomorrow. 

(Whereupon, at 4: 50 p. m., the subcommittee recessed, to reconvene 
at 10 a. m., Wednesday, March 21, 1956.) 
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HOUSING AMENDMENTS OF 1956 


WEDNESDAY, MARCH 21, 1956 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SupcoMMiTtrrEe oN Hovsine, 
Washington, D.C. 

The subeommittee met, pursuant te recess, in room 301, Senate 
Office Building, at 10:20 a. m., Senator John Sparkman (chairman 
of the sebeommittee) presiding. 

Present: Senators Sparkman, Lehman, Capehart, and Bush. 

Senator SparKMAN. Let the committee come to order. 

Senator Capehart will be here in a very short time, but I think 
we should get started. 

Mr. McLeaish, will you come around, please, sir, with the gentle- 
man who may be with you? 

Do you have a prepared statement? You just proceed in your own 
way 


STATEMENT OF R. B. McLEAISH, ADMINISTRATOR; ACCOMPANIED 
BY HENRY C. SMITH, DEPUTY ADMINISTRATOR, AND CHARLES 
C. BARNARD, DIRECTOR, BUDGET AND STATISTICS DIVISION, 
FARMERS’ HOME ADMINISTRATION 


Mr. McLeaisu. Mr. Chairman, Senate bills 5, 3346 and S. 3158 
both provide for a continuation of the farm housing program orig- 
inally established by title V of the Housing Act of 1949. There is a 

onsiderable difference in the two bills, however, as far as the monetary 
unthorizations for loans are concerned, and also with respect to funds 
io impiement all sections of the original statute. 

S. 3346 would establish a 5-year program beginning July 1, 1956, 
with total loan and grant authorizations of $500 million for the 
5-year period, In addition, contributions to borrowers receiving loans 
under section 503 would be authorized in an aggregate amount of not 
to exceed $10 million during this same period. 

5. 3346 provides for the continuance of all loan and grant authoriza- 
tions included in the original statute. In addition, this bill would 
amend the present statute in such a way as to permit loan funds to be 
borrowed from the Secretary of the Treasury in the total amount of 
$450 million during the 5-year period without further action by the 
Congress. 

The present statute authorizes borrowing from the Treasury for 
loans within specified limits, but includes the phrase “in such sums as 
the Congress may from time to time determine.” Under the latter 
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phrase, it has been necessary to secure annuai authorizations within 
the limits contained in the statute through the regular appropriation 
process. It appears that S. 3346 would eliminate this requirement for 
loans under sections 502, 503, and 504 (a), but not including loans 
pursuant to section 504 (b). Loans under section 504 (b) and grants 
pursuant to section 504 (a) would be made from appropriated funds 
and it would be necessary that the $50 million provided for these 
purposes be included in one or more appropriation bills. 

Section 701 of title VII of S. 3158 would amend title V of the 
Housing Act of 1949 to authorize borrowing from the Secretary of the 
Treasury for loans in annual amounts of not to exceed $200 million 
for each year beginning July 1, 1956. Annual authorizations in appro- 
priation bills would be required and joans would be limited to the 
provisions of sections 502, 503, and 504 (a). There is no appropriation 
provision for grants under section 504 (a), or development loans under 
section 504 (b). 

The Department favors loan assistance to farmers needing improve- 
ments in their farm dwellings and other farm buildings. We believe, 
however, that it would be preferable to provide this assistance through 
the Bankhead-Jones Farm Tenant Act which is the basic legislation 
under which the Farmers Homes Administration operates. There are 
some deficiencies in the Bankhead-Jones Farm Tenant Act, however 


. 
‘ 


since loans under title I of that act are limited to efficient. family-type 
farm-management units. Loans may not be made on farms that are 
less than family-type. A bill, S. 3429, has been introduced in the Sen- 
ate which embodies the amendments to the Bankhead-Jones Farm 
Tenant Act which we think are needed to round out the authorities 


under this act. 

Pending the possible enactment of these amendments, a supple- 
mental budget estimate has been submitted to the Congress providing 
for $5 million for loans under title V of the Housing Act of 1949 dur- 
ing the balance of this fiscal year. 

There are two principal reasons why we believe it is better that 
loans for farm housing and other farm buildings be made under 
amended provisions of the Bankhead-Jones Farm Tenant Act rather 
than title V of the Housing Act of 1949. 

First, insured loans as well as direct loans could be made under the 
former authority. Insured loans do not require appropriations or 
borrowing from the Federal Treasury. 

Second, amending the Bankhead-Jones Farm Tenant Act would 
simplify our internal operations and would eliminate one additional 
type of loan which would have to be handled separately. 

S. 3429 would amend title IT of the Bankhead-Jones Farm Tenant 
Act to place insured loans on the same basis as direct loans by eliminat- 
ing the present limitation that an insured loan may not exceed 90 per- 
cent of the long-term earning capacity value of the farm. Specific 
provision would be made for loans on farms that are less than family- 
type if the farm constituted the residence of the owner-operator, and 
if the owner-operator’s income from outside sources, plus income from 
the farm, would warrant. making the loan. If these two changes are 
enacted, there would be authority for farm housing and other farm 
building loans under title I of the Bankhead-Jones Farm Tenant Act 
almost identical with that of title V of the Housing Act of 1949. 
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There would be no provision for grants or contributions, and it would 
not be possible to make loans on farms larger than family-type farms. 

Title I of the Bankhead-Jones Farm Tenant Act authorizes the 
appropriation of $50 million a year for direct loans:and contains au- 
thority for $100 million im insured loans. S. 3429 would increase the 
insurance authority to $125 million a year. We believe that these limi- 
tations are adequate to take care of the need for improving farm- 
houses and other farm buildings and for other purposes authorized by 
the present act and the proposed amendments. 

Mr. Chairman, we agree that there is an urgent need for improving 
the status of housing and other buildings on farms. However, we 
believe our authorities should be confined to assisting those individuals 
who are bona fide farmers and who obtain a substantial portion of 
their income from this source. It appears that this objective can be 
accomplished to better advantage through amendments to title I of the 
Bankhead-Jones Farm Tenant Act rather than through extension of 
title V of the Housing Act of 1949. 

Senator SpaRKMAN. Senator Capehart, are you ready to ask any 
questions ¢ 

Senator CareHart. No. 

Senator Sparkman. Mr. McLeaish, when S. 3429 was introduced 
by Senator Aiken and various others on March 18 I read the bill in 
the Congressional Record and the remarks of Senator Aiken that 
he made at the time, his explanatory statement, and I was rather 
impressed with the changes that were proposed. 

I will say frankly it did seem we were ede pretty close together 
in our ideas. 

I recall your testimony before this committee last year. At that 
time there were certain recommendations that were pending in another 
bill that had been introduced. 

Mr. McLwaisn. Yes, sir. 

Senator SparKmMaAN. It seems to me though that S. 3429 comes 
nearer to the title V idea than the bill that you suggested last year ; 
does it not ¢ 

Mr. McLeatsu. Yes; I think it does, Senator. 

Senator SpARKMAN. Particularly with reference to the size of the 
farm. 

Mr. McLeaisH. To less than family-type farms. 

Senator SparkMAN. Let me ask you this. During the adjournment 
of Congress I had two different farm loans called to my attention 
in different parts of my State that had been made under title V. 
One of them was only on a small tract of land just outside the city 
that did not constitute the principal part of the farm. But over some 
distance from there, there was another tract of land that belonged 
to the same man that was used as a farm and produced the principal 
part of his income. In other words, the one on which he fyed was 
much smaller than the second tract of land. 

As I understand, under the Bankhead-Jones Act as of today he could 
not have obtained a loan. 

Mr. McLxatsu. That is correct. We would expect him to live on 
the farm that he operates. 


Senator SearKMAN. Under this amendment could that person have - 
gotten a loan ¢ 


Mr. McLeaisn. Yes; I think he could, Senator. 
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Senator Sparkman. He would have had to produce some crops 
though on the place on which he lived ? 

Mr. McLeaisH. On the place of residence. 

Senator Sparkman. In other words, had it been just a lot, he 
couldn’t have built his house there and maintained his farm separate 
and apart? 

Mr. McLeaisn. No. 

Senator SparKMAN. And that would not be true even under the 
amendments ¢ 

Mr. McLeaisu. Not even under the amendment; no, sir. 

Senator SparkMAN. How about under title V ? 

Mr. McLeatsu. I would not construe title V to qualify him on a 
city lot or lot just outside the city. 

Senator SparkMAN. That is what I was thinking. In other words, 
under the three plans, either Bankhead-Jones as it exists at this time, 
title V as it exists, or the proposed amendment to Bankhead-.Jones, 
he would not qualify if it was simply a lot? It would have to be used 
for the production of farm products ? 

Mr. McLeatsu. That is right. My conception of these various acts 
is this: We are supposed to be lending to people who are farmers. 

Senator Sparkman. Who are bona fide farmers. 

Mr. McLeatsu. Bona fide farmers. 

Senator Sparkman. Of course, a person can be a bona fide farmer 
and have his land separated. 

Mr. McLeatsu. That is correct. 

Senator Sparkman. There was another one, and this young farmer 
said to me, “I never could have gotten this loan under the Bankhead- 
Jones Act.” I asked him specifically about that. He had gotten it 
under title V. 

I am not sure that I understand the situation fully, but it seems 
that he owned this small tract of land and then owned an interest 
in a large farm, a 500-acre farm, he and his brothers and sisters. He 
was able to borrow under title V to build a house which enabled him 
to carry on his total farm operations. 

Again assuming that on this tract of land on which he lives he 
carries on farming operations, he would be able to qualify under the 
amendments that are proposed in S. 3429? 

Mr. McLeatsn. I think he would, Senator. 

Senator Sparkman. What are you proposing to do with the $% 
million supplemental request that you have made? Are you going 
to continue to make loans or resume making loans under title V ? 

Mr. McLxatsn. That is correct, Senator. 

Senator SparkMan. Until S. 3429 or such other legislation as may 
be agreed upon is enacted into the law ? 

Mr. McLeatsn. Right. 

Senator Sparkman. Is it your argument that it would simplify your 
administration of the law by having it all centered in Bankhead-Jones! 

Mr. McLeaisu. That is the way we feel about it, Senator. 

Senator Sparkman. As it is, you have to carry on that program and 
also the title V program ? 

Mr. McLxatsu. We will need a new set of regulations for title V 
and a new set of forms to fit title V, and we have had some complaints 
coming indirectly from our county people that we have got too many 
regulations now, not only on these two, but we have got various—— 
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Senator SparkMAN. I started to say that is true in nearly all 
operations. . ; 

Mr. McLeaisu. That is true of all Government operation. 

Senator SparKMAN. In the event we should decide to continue title 
V, assuming that we act before the Agriculture Committee—the other 
bill is not pending before our committee but is pending before the 
Aoriculture Committee—assuming that we should act before the 
Acriculture Committee and should decide to continue title V, do 
you have any particular criticism of the changes that we have sug- 
vested in this legislation ¢ : 

Mr. McLeatsu. No; we don’t have any criticism at all, Senator. 

Senator Sparkman. You think they would be workable if that title 
should be continued ¢ 

Mr. McLxaisn. If that title should be continued, I think it would be 
workable; particularly S. 3346 I think would somewhat ease the pain 
of waiting for a bill to be passed and then finding out we are too late 
to get an appropriation. 

Senator SparKMAN. Yes. Well, I believe that is all I care to ask, 
Io you have any questions ? 

Senator Carenart. I don’t think anything specific. Things are 
voing well with you, are they ¢ 

Mr. McLmaisu. Yes, we are doing pretty well, Senator. 

Senator CaprHarr. Are you getting a lot of requests for loans? 

Mr. McLeaisn. Principally in the operating field. 

Senator Caprnart. In the operating field ¢ 

Mr. McLeatsn. Operating field. 

Senator CapeHart. But not so many on housing? 


Mr. McLeatsu. Well, of course, ne closed down the operation 


under title V, we are doing quite a bit of business on housing under 
the Bankhead-Jones Farm Tenant Act, where the man does have a 
family-type farm. 

Senator Carrnarr. And you are able to take care of them all right! 

Mr. McLeaisu. We have been able to take care of it. Through 
changing our regulations and our system of handling the loans, we 
have loaned around $46 million of insured loans in 1955 compared with 
0.5 million in 1954, And since we have set up this new concept of 
operations, we have commitments of around $108 million from private 
lenders which has permitted us to expand our operations. 

Senator CapeHart. I have not been hearing any complaints from 
my State against your operation, so evidently you get along all right. 

Mr. McLzeatsu. Thank you, Senator. 

Senator Cargnarr. You are not too stiff necked about this matter 
of whether we continue to handle it under the Housing Act or under 
Bankhead-Jones ? 

Mr. McLeatsu. No, we are not stiff necked at all about that. We 
would like to get the~-— 

Senator CapeHart. You just think it might be better if it was under 
the Bankhead-Jones Act? 

Mr. McLearsu. I think it would be better. In other words, we 
would have a continuing operation. Under S. 3346 we would have 5 
years, but under Bankhead-Jones Farm Tenant Act we could set u 
our operation and continue from year to year, and of course, we woul 
have only one set of regulations. 
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Senator Capenarr. You think either bill will take good care of the 
situation next year? 

Mr. McLeatsn. I think so, Senator. 

Senator Caprnart. All right. 

Senator SparkMAN. Let me go back to a question Senator Capehart 
asked you bearing upon one I asked you too, about this continuity of 
operations. Of course, title V has been on the statute books now since 
1949, and under the bill that I introduced I proposed to extend it for 
5 years. That would give you considerable continuity. 

Mr. McLeaisu. That would be quite an improvement, Senator. 

Senator Sparkman. Yes. In other words, it would make it better 
than operating from year to year. Making it on a single-year basis, 

Mr. McLeaisn. That is correct. 

Senator Capenart. Is there any merit in having all this housing 
business in one act and under one committee such as this one, 
rather than divide it up between this committee and Agriculture? I 
don’t have any particular set opinion of it. I just ask you. Is there 
any, Mr. Chairman ¢ 

Senator SparkMAN. Well, of course, I would like to see it all han- 
dled by this committee, but I suppose that is not a question for Mr. 
McLeaish to pass upon. 

Mr. McLeatsn. I do not think I could answer that. I think that is 
a matter for Congress to answer. 

Senator Sparkman. The Bankhead-Jones Act naturally is basically 
agriculture rather than housing and is under the Agriculture Com- 
mittee, and, therefore, when an amendment is offered to it, it auto- 
matically goes to that committee. 

Senator Carrnart. Well, does it not make more sense that this 
committee ought to handle all housing ¢ 

Senator Sparkman. I think so, and, as a matter of fact, in 1949 it 
was my amendment that brought in this farm housing originally. We 
amend the Bankhead-Jones Act, too, do we not? Did not our basic 
legislation amend the Bankhead-Jones Act ? 

Mr. Smirn. Nogsir. 

Senator Sparkman. No; it was just simply a separate provision, 
was it not? 

Mr. Smrrn. Yes. 

Senator Carprnarr. If we extended this bill for 5 years as suggested 
by Senator Sparkman, that would give you the continuity you need. 

Mr. McLeatsn. That would give us continuity for 5 years. I think 
that is looking far enough haak. 

Senator Carenartr. How’s that? 

Mr. McLeatsn. I say that would give us continuity for 5 years. 
There is only one thing. We do have some farm-housing authorization 
under Bankhead-Jones now, so when you are talking about getting it 
under one committee you still have some separation regardless which 
way you go. In other words, we can make loans for housing on the 
family-type farm without any additional legislation. 

Senator SparkMAN. Would you like to add something, Mr. Smith? 

Mr. Smrru. Senator, I might point out—— 

Senator Sparkman. Mr. Smith, would you give your name and title 
to the reporter ? 

Mr. Surrn. Henry C. Smith. I am Deputy Administrator of 
Farmers’ Home Administration. 
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There is one difference between the two statutes that probably should 
receive some recognition. Under the Bankhead-Jones Farm Tenant 
Act, title 1, when the agency is making a loan to a farm owner for the 
development of his farm unit, and there is an existing mortgage on 
the farm, that under its terms is not such that the farmer can repay 
it plus the loan that is being made by the Government, there is au- 
thority to refinance that first mortgage and put all of the debt into one 
mortgage. 

Now, that same authority does not exist under title V nor under the 
proposals that are now before your committee. So the lack of that 
authority would prevent us from assisting some farm owners who 
otherwise could be assisted under the proposals for amending the 
Bankhead-Jones Farm Tenant Act. 

Senator SparKMAN. Of course, there is no reason why we could not 
put that under title V as well, is there ? 

Mr. Smirn. That is right. 

Senator SparKMAN. We could write the same provision in title V— 
the refinancing. 

Mr. Smiru. Yes. I am merely making the point. 

Senator SparkMAN. But I say it would fit right in with title V 
iust as it does with Bankhead-Jones ? 

Mr. Smirn. Yes; it could be done all right. 

Senator SparkKMAN. Under S. 3429 there is a proposal as to the 
rate of interest—well, about the eligibility. Under the Bankhead- 
Jones as it exists now the applicant must be one who cannot get a 
5-percent loan in his community. Under title V the applicant must 
be one who cannot get reasonable credit. Under S. 3429 the proposal 
is that the applicant cannot get a loan at reasonable rates. Can you 
vive us some idea as to what would constitute reasonable rates? 
Would it vary from time to time, or would you set a rate? 

Mr. McLeatsu. I would say it might vary from place to place— 
what reasonable rates are in the particular community. We would 
not want to see a man have to get a 10-percent loan. 

Senator SparKMAN. By the way, what about the second mortgages? 
A second mortgage would normally carry a higher rate, I presume. 
You do provide for a second mortgage ? 

Mr. McLeatsu. Yes; but under title V we take the second mortgages 
at 4 percent. 

Senator SparKMAN. You take what? 

Mr. McLraisn. Second mortgages at 4 percent, the same as first 
mortgages. 

Senator SparkMAN. How has your insurance program worked out 
on the Bankhead-Jones Act. Has it been very active? 

Mr. McLeatsn. We have greatly im eter it since 1954. I ex- 
plained to Senator Capehart that since Restiheae 1954 we have had 
commitments from private lenders of $107 million plus, compared 
to $9.5 million in fiscal 1954. _Now—— 

Senator SparRKMAN. You think it is taking hold then? 

Mr. McLeatsn. It is taking hold. There was an amendment last 
year which permits the mortgages to run to the Government. The 
lender holds only the note. He consequently can classify that as an 
investment rather than a real-estate loan, and it does not go against 
his real-estate ceiling. The loans are more easily negotiated between . 
lenders. The net result is that we have gotten into some large trust 
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funds and into a lot of small country banks that we were not able to 
get to before. 

Senator Sparkman. What has been the extent to which the Bank. 
head-Jones Act has been used in housing? Has it run pretty uniform 
each year? And if so, about how much? 

Mr. McLeatsu. Yes; it has been uniform each year. 

Mr. Barnarp. I would say 75 percent of the loans would include 
some housing. 

Senator Sparkman. Seventy-five percent of the loans? 

Mr. Barnarp. Some kind of housing. Maybe just small repairs, 
but some kind of housing. 

Senator Sparkman. I wonder if you could supply us for insertion 
in the record at this point a table giving us the results of the operation 
of title V year by year? 

Mr. McLeaisn. Yes. 

Senator SparkMaN. I think in the past you have supplied it by 
States too. ; 

Mr. Barnarp. Yes. 

Senator SpaRKMAN. Have you not? 

Mr. Smiru. Yes. 

Senator Sparkman. I don’t want you to go to too much trouble, 
but if it is easy to compile—— 

Mr. McLeaisu. I think we probably have that prepared. 

Senator SparkMaNn. Could a comparable table showing the opera- 
tions of the Bankhead-Jones Act be furnished too? 

Mr. Barnarp, Yes. During the same years? 

Senator SparKMAN. Yes. 

Mr. Barnarp. Yes. 

Senator SparKMAN. My attention is called to the fact that we have 
it in the annual report through June 30, 1955. I do not know whether 
you have got inathine more recent than that or not. 

Mr. Barnarp. We would have under title I. We would have an- 
other 8 months. But, of course, for comparability, what you have got 
is all right. ; 

Senator Sparkman. If you will supply that for us, I will appre- 
ciate it. 

Mr. Barnarp. Yes. All right. 

(The information requested follows :) 





© 
Li) 
oa 
fs 
° 
n 
> 
A 
i 
a 
a 
Zz 
3 
o 
4 
—_ 
R 
~ 
° 
ir 


S¥Z ‘796 
Zeal ‘SLz ‘I 
199 ‘908 ‘F 
G28 ‘186 
SGP ‘288 ‘T 
$60 ‘LZ8 
ogg ‘89 
9b ‘691 
TLL ‘269 ‘I 
999 “OLT ‘I 


106 ‘Ige ‘g 
p98 LLE 'Z 
£93 ‘bee ‘1 
098 ‘bZL ‘I 
Leb ‘Le9 ‘1 
909 '1Zb ‘I 
600 ‘OLT ‘Z 
R28 ‘2GL'¢ 
S92 ‘191 % 


666 ‘Zbl ‘e 
LLL ‘POR ‘L6$ 


(21) 


| 
| 





j 


yuenbesqns | suRoy 


pue [eyruy 
junouly 


Tepid 
JoquInN 


P61 ‘og GUNS YFNOI4y 
uresd0id Jo uoydeouy 


6761 fo Py 


ogg ‘TST 
F606 ‘b6Z 
| $62 “888 
P89 ‘SIZ 
989 ‘Ste 
OSI ‘6LT 


| 


| pure [eyruy 
qunouly 








| yuonbesqns | 


SUBOT 
Tepray 
J9quin Nn 





860 ‘298 ‘T 


12% “SZt'6I$ | 


(8) 


| Juenbesqns | 
| pues penray | 


yunoury 





SUBOT 
renyuy 
JequInN 





Bursnopy ay) fo A 


S961 





| guenbesqns | 
| pus [eyruy 


$98 ‘QLL ‘OZ$ 


(9) 





yunouly 


SUBOT 
reryuy 


| AOQUInN | 


e3g95225Eg22828: 





Sa 


Ege8 


ggg 


sme nm 


ie 


quenbesqns 


| pure yeryyuy 


qunoury 


1961 


SUBOT 
Teryuy 
JoquinNn 





Boh [BST 


PLP ‘62Z ‘LIS 


quenbesqns 
pus [erruy 
qunoulry 


OS6I 








Oe ee 
~~~ > | eg0RBC GION 


“"""""""OOIXOTAT AMON 
““"""===9sJ0f MON 
~-elysdueyy MON 
“BPBAON 


~~~" TRIO} 899875 peu 


A10YLIBT, PUB 07833 


141) ‘Yee! ‘og aun ybnosy) wosboud fo Uuoydaour wouf pun ‘savafh poosy fiq ‘appu suvo7 burisnoy using 


MENDMENTS OF 1956 


5 


HOUSING 


000 ‘18 b 
006 ‘222 se 
096 ‘8b L 
0 0 
646 ‘88 Ol 
OZP ‘SEZ a 
ZSI ‘OZ se 
960 ‘Z9F ‘I 80% ‘90z 92 
169 ‘292 £80 ‘Bee LY 
GLE ‘IL z 
PIS ‘180 ‘1 Nz ¢ &% 
Ore ‘eel ‘9 , 81 
680 ‘OSL ‘e e1I 
9ZE ‘Z9Z ‘I : Ig 
268 ‘S¥9 ‘E 66 
og ‘g 0 
180 ‘119 ‘I : : ; az 
2b ‘yee ‘I v1 
OFE ‘P86 ‘b f | £6 


(21) 


O€1 ‘88 
098 “268 “I 
612 ‘8E8 
000 ‘I 

9ZL ‘RZ 
8E8 ‘60F ‘I 
91% “#99 “I 


} 


(I) (ol) : 2. 2 


quenbesqns 
pue jerruy 
qunouwy 


sUuBOo] 
reryar 
JoquIny | 


juenbesqns 
pue yeyyuy 
junoulry 


suBOo| 
Teryrur 
JoquInN | 


P9861 ‘Og CUNL YZnOIYy 
urleiz0id Jo uoT}deouy 


008 ‘9T 
929 "CZ 
P49 ‘191 
0 

260 ‘211 
812 “9lZ 
LLL ‘882% 
62S ‘91Z 
£60 ‘OR 
O82 ‘SI 
669 ‘92Z 
89 “226 
ree ‘fE9 
¥ZE “OSZ 
060 ‘E99 
02g “¢ 
SIL ‘ZOE 
922 ‘891 
992 “LLL 


(8) 


yuenbesqns 
pue [equ 
junouly 


008 ‘08 
022 ‘61¢ 
O09 “S9% 


0 
968 ‘291 
p£0 ‘Ole 
S99 ‘Z9z 
620 ‘e9z 
029 ‘Lcb 
ogg ‘21 
649 ‘08Z 
Se ‘90g ‘1 
602 ‘Eze 261 
OFE “OFI OL ° ee 
296 ‘ShS LL1 See ne 
0 0 
$20 ‘P68 ot 
616 ‘Eze 19 
PLO ‘P80 ‘T £08 


| (2) | (9) | 
| | | 


qyuenbesqns 
pus [eryyuy 
junowl y 


OT 


ok 
~epoyed qynoeg 
BUTLOABD QINOS 
~*~ puUBisyT epouy 
~~ eyues[Asuueg 
“7 "===" BOIO) 


guenbesqns 
pus [eryruy 
qunouly 


yuenbesqys 
pue [eyjyuy 
qgunouly 


(€) | (D 
| 
| [eyyay 

| JoQUINN | 

| A10V110,], PUB 07898 


SUBO] 
[epyuy 
Joquin 


SUBOT 
[eyyuy 
dequiny | 


SUBO| 





reo [BOs} J 


ponunucg—(6rer fo py Bursnozy ay) fo 4 271%) ‘YE6I ‘og aun yOnosy) Wvsbosd fo Uorjda2ut wo4f pun ‘savali joosif fq ‘apow suvo) bursnoy wing 





HOUSING AMENDMENTS OF 1956 191 


Planned purposes for which farm housing loans were made, inception of program 
through June 30, 1954 (title V of the Housing Act of 1949) 


Fiscal year Inception 
_ of program 

through 

1952 9: J —_ 


(2) (3) (5) (6) 


| - SE a 


Source of funds: i | } 
Loans..... - \$17, 229, 474 |$24, 105, 294 ($20, 776, 854 ($19, 125, 221 |$16, 067,934 | $97, 304, 777 
Grants >. 86, 426 | 129, 804 89, 670 57, 775 | 0 363, 675 
Furnished by borrower. -.| 350, 802 1, 732, 269 1, 427, 957 1, 017, 197 485, 049 5, 013, 274 


Tate cneusuin -~----| 17, 666, 702 | 25, 967,367 | 22,294,481 | 20,200,193 | 16,552,983 | 102, 681, 726 





———=—= =a = = === 


Planned purposes: | | 
Dwellings (new and repair): | } | 
Number 3, 555 | 4, 609 | 3, 299 2, 730 1, 990 16, 183 
Amount. . $13, 993, 325 |$20, 022,714 |$16, 190, 486 ($15, 318,386 ($12,322,950 | $77, 847, 861 
Other farm buildings | 
(new and repair): | | 
Number. --- -- . 3, 223 | 3, 893 | 2, 948 2, 020 1, 731 13, 815 
Amount. --. | $2,901, 542 | $4,675, 503 | $4, 874,866 | $3,833,146 | $3,695,129 | $19, 980, 186 
Water systems: | 
Number -- -- - . | 1, 354 | 2,009 | 1, 563 1,329 | 957 7, 212 
Amount..............| $506,226 | $816, 905 726,839 | $649,230 | $477,997 | $3,177, 197 
Land development: i | 
Number of loans. _____| 144 190 | 181 126 0 
Amount loaned. -- | $182,169 | $356,606 | $426, 885 $336, 703 0 
Acres purchased awt 1, 418 | 4, 758 8, 148 | 3, 205 0 
Fees: Amount._........-- $83, 440 $95, 549 $75, 405 | $62, 728 $56, 907 


Total planned purposes _ |$17, 666, 702 |$25, 967, 367 |$22, 294, 481 '$20, 200,193 ($16, 552,983 $102, 681, 726 


Note.—The numbers and amounts of the ‘Planned purposes’’ by years have been adjusted, by proration, 
to conform to cancellations of loans. 
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Senator SparRKMAN. Thank you very much. 
Mr. Roger W. Fulling, Aepng Assistant Secretary of Defense Sa 
erties and Installations) and Mr. John Arrington, Chief of Family 
Housing Division. 


STATEMENTS OF ROGER W. FULLING, ACTING ASSISTANT SECRE- 
TARY OF DEFENSE (PROPERTIES AND INSTALLATIONS) ; JOHN 
ARRINGTON, CHIEF OF FAMILY HOUSING DIVISION; AND JACK 
STEMPLER, ASSISTANT GENERAL COUNSEL, DEPARTMENT OF 
DEFENSE 


Mr. Funiine. And Mr. Jack Stempler, Assistant General Counsel, 
Department of Defense. 

Senator SPARKMAN. We are glad to have all three of you gentlemen 
with us. You just proceed in accordance with your own deter- 
mination. 

Mr. Funsrne. Mr. Chairman, Senator Capehart, it is a pleasure to 
be here this morning, and I appreciate the opportunity to appear be- 
fore you this morning ‘on behalf of the Department of Defense in 
order to furnish certain information concerning our military family 
housing programs. 

There is a great contrast between our Military Establishment today 
and that of a few years ago. Prior to World War II our small peace- 
time Military Establishment consisted of units stationed in long-es- 
tablished permanent posts. Generally, there were sufficient family 
quarters on station to take care of the married officers and the few 
married senior-grade noncommissioned officers. Because of the sta- 
bility of deployment, private housing could be relied wpon to take care 
of a large segment of the need, especially for installations located 
adjacent to metropolitan communities. 

The greatly expanded Armed Forces of today present a totally 
different picture. Test stations for modern weapons have been built 
in areas miles from any habitation. Airfields with thousands of air- 
men have been built adjacent to tiny communities. And, most im- 
portant, an increasing number of our soldiers, sailors, and airmen are 
married. 

The military departments are placing great emphasis upon retain- 
ing as many as possible of the young officers and enlisted men on a 
career basis, after they have completed their required tours of military 
service. It is impossible to operate our complex, modern war ma- 
chines without highly qui lifted: experienced personnel; and after 2 
years of military service a young man is just beginning to acquire 
the skills which make him of value to the military. Unless a reason- 
able percentage of these young men remain in uniform on a voluntary 
basis, the services are losing a costly investment in trained men. 

_ The one factor most frequently cited for failure of officers and en- 
listed men to remain in uniform is lack of adequate family housing. 
This point was emphasized last year by General Curtis LeMay in his 
statements before a congressional committee. General LeMay stated 
that the Air Force is not attracting the type of people required and is 
not retaining for a sufficient period of time those who are initially 
attracted. He further stated that in the Strategic Air Command 
alone, a total of 111,848 airmen will have been lost during the 4 years 
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ending June 30, 1956, owing to failure to reenlist. He indicated that 
of five factors found to be of major influence in decisions to leave 
the service, the lack of adequate housing was the most important. 

It will, therefore, be seen that we are today dependent for our na- 
tional defense on a trained nucleus of family men in the military de- 
partments, and that with a few exceptions we must. provide proper 
accommodations for the families. The alternative is loss of irreplace- 
able and indispensable people, with consequent jeopardy to the defense 
effort. 

Military force levels projected for the end of this fiscal year con- 
template a combined Army-Navy-Air Force strength of 2,859,000 
men (compared to 245,000 in the 1930’s). Recent estimates based 
on this projection indicate a worldwide gross housing requirement 
for 648,567 units. Against this requirement must be considered about 
219,655 Government-controlled assets existing or under contract, plus 
an estimated 155,845 units of adequate housing available in the civilian 
communities. Our worldwide net military family housing deficit is 
therefore calculated to be about 273,067 units. Of this total, 102,070 
units are required for Army, 64,367 for Navy, and 106,630 for Air 
Force. 

It should be noted that the net deficit figures cited above are for 
those military personnel entitled by permanent legislation to public 
quarters or allowances in lieu thereof. It does not take into account 
married personnel in the lower three enlisted grades who, under exist- 
ing legislation, draw an allowance for quarters. Gross requirements 
for this group total 223,942 units, of which 56,000 are estimated to 
represent a net effective need which might be considered for program- 
ing purposes at this time. 

To meet this substantial deficit, the Department of Defense believes 
that in the United States, its Territories and possessions, the simplest 
method and cheapest in the long run involves providing of family 
quarters through use of funds directly appropriated for that purpose. 
That method avoids the costly payment of quarters allowances and is 
therefore self-liquidating within a reasonable period of time. It also 
provides greater control over the assignment of housing to meet 
operational requirements. 

However, despite the advantage of the appropriated-fund method, 
it has one inherent limitation. Budgetary considerations will not 
permit expenditure in 1 or 2 fiscal years of the funds needed to meet 
the total military housing requirement. Consequently, a decision 
was taken early in 1954 to proceed on the basis of a 5-year program. 
providing for construction of a sizable number of units in equal 
annual installments. 

Sizable authorizations and appropriations for appropriated-fund 
housing were obtained in the Department of Defense housing bill for 
fiscal year 1955 and in the public works authorization bill for fiscal 
year 1956; yet it became apparent that a supplementary program was 
necessary if the total deficit was to be met within a reasonable period 
of time. 

Senator Capenart. Mr. Chairman, do you want to put in the record 
at this point exactly what this direct appropriation was and how 
many units it covered ? 

Mr. Fuxtine. We can furnish that for the record if you desire it. 

Senator CareHart. You do not know it? 
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Mr. Futtine. I do not have it right here. I would prefer to fur- 
nish it for the record, so I can be sure of the data. 

Senator SparkmMAN. We would be very glad to have it. 

(The information requested follows :) 

ASSISTANT SECRETARY OF DEFENSE, 
PROPERTIES AND INSTALLATIONS, 
Washington, D. C., March 28, 1956. 

Hon. JoHN J. SPARKMAN, 


Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 


Deak Mr. CHAIRMAN: During my testimony before your committee’s hearings 
on March 21, 1956, it was requested that I provide information as to the amount 
of direct appropriation and the number of units covered for the Department of 
Defense family housing program for fiscal years 1955 and 1956. 

The information requested is as follows: 


Number of 


Appropriatic ; 
PPro} = units 


All services - - . -- " $405, 473, 300 27, 167 


Army ; ‘ 2 155, 114, 600 9, 871 
Navy..... ‘ , 75, 153, 300 4, 400 
Air Foree...- a dblg Vdeaipure pew Swedes cana bates y 175, 205. 400 | 12, 896 


These figures exclude $7,405,000 for 2,962 trailers used by the Air Force at 

overseas installations. 
Sincerely yours, 
RoGer W. Fuutiine, Acting. 

Senator CaprnHart. Would you want to make an estimate? Was 
it 17,000 units? 27,000 units? 

Mr. Future. It was 27,000 units per year—for the 2 years which 
we programed under it. 

Senator Carguartr. The appropriation covered 27,000 units over a 
2-year period / 

Mr. Future. That is right. 

Senator Carpenartr. That would take then about 20 years to get the 
housing that you need ¢ 

Mr. Futuine. That isa fair calculation, sir. 

Accordingly, the Department of Defense supported legislation be- 
fore this committee last year to provide an additional 100,000 family 
housing units under an amended title VIII of the National Housing 
Act. This legislation provided a sound means to do the job quickly, 
utilizing private capital to be repaid out of quarters allowances over 
a 25-year period. 

Public Law 345, 84th Congress, was approved on August 11, 1955. 
On September 7, 1955, Department of Defense Directive 4165.21, 
together with related instructions covering procedures for review and 
approval of proposed projects, was issued to the military departments. 
This action permitted the military departments to proceed with basic 
planning, determination, or requirements, and processing of cases to 
this office for approval, 

After resolution of numerous legal complexities and extensive con- 
ferences with officials of the Federal Housing Administration, com- 
plete memoranda of agreement. with the F and final contractual 
documents were released to the services on December 9, 1955. As of 
March 6, 1956, a total of 111 projects, comprising 49,866 units, have- 
been approved by this office for development under this program. 


75333—56——14 
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At this time, bids have been received and letter of acceptability issued 
on only one project, namely, 944 units at Abilene Air Force Base. 
I might insert that the closing is scheduled on this project for next 
Tuesday. 

However, a number of projects are under design, and seven of these 
are included in the partial schedule given below to illustrate expected 
rate of progress. 

Rather than reading the entire table, I might state that the projects 
programed are Fort Carson and Fort Bragg for the Army, New River, 
Great Lakes, and Albany for the Navy, and for the Air Force there 
is Abilene and Smoky Hill Air Force Bases. We have various sched- 
ules for these items. The date of closing for these particular items 
ranged from May of this vear through September of this year. 

(The table referred to follows:) 


Plans 
approved Scheduled adver- Scheduled con- Scheduled date 
projects tised for bids tract closing of completion 

units 


Fort Carson 211 | February 1956_-. May 1956 ‘ | June 1957 
Fort Bragg (partial 284 | April 1956 August 1956. August 1957 
Fort Carson_. 289 | May 1956 ; Minna Do. 
New River, MCAF-. 435 | June 1956___- | September 1956_...| September 1957. 
Great Lakes, NTC__. 590 do.__.. | 1 i Do. 
Albany, MCSD.... 160 ed | male ..| June 1957. 
Air Force: | 
Abilene. AFB. 944 | December 1955... | March 1956_-_- | October 1957 
Smoky Hill, AFB___- 535 | May 1956____- | August 1956.......| August 1957 


Mr. Future. I might also add, sir, that we are encouraging the 
use of modular dimension system in our designs. We have an exten- 
sive program actually underway. It is not something we are dream- 
ing about. It is something that is in the mill. The modular system 
will give favorable consideration to economies in the design, materials, 
and construction fields of the family-housing program. It will enable 
the prefabrication, the on-site fabrication, and the conventional type 
of construction tobe utilized more favorably. 

While construction to meet military many renng serrate 
is urgently necessary, at the same time great care is being taken to 
avoid overprograming. A comprehensive review system has been 
established in close cooperation with local and national FHA offices 
to avoid duplication of existing satisfactory assets, and to prevent 
harmful economic impact on local communities which have made 
available private rental housing. 

For example, an installation commander desiring a Capehart project 
must prepare a backup data sheet showing existing and future strength 
levels, gross requirements, Government assets including Wherry, ade- 
quate community support, and net deficits. 

These data must be based on an actual survey. An explanation must 
be given for the “net deficit of satisfactory housing,” showing where 
the people are living now—in substandard housing, overpriced hous- 
ing, housing too distant, or families unable to move into the area 
because of lack of housing. 

The commanding officer must then prepare an application form 
based on such data, and he or the Secretary of the military depart- 
ment must certify on the application that: 
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i. There is no intention, so far as can reasonably be foreseen, to 
substantially curtail the personnel assigned or to be assigned to the 
installation ; and 

2. For reasons of safety, security, or other reasons of military 
requirements, it is necessary that the personnel involved reside in 
public quarters;or . 

3. Adequate housing is not available for the personnel involved 
at reasonable rentals within reasonable commuting distance of the 
installation. 

The proposed project is then discussed with the Director of the 
FHA field office, who is requested to concur in the need for the desired 
number of units. If the Director concurs he will so indicate above 
his signature on the application form; if he does not, the question 
will have to be resolved between the FHA Commissioner and the 
Assistant Secretary of Defense (Properties and Installations). The 
Department of Defense may approve a larger number of units than 
the FHA will agree to, but has to date not done so. 

Such is the concern for careful administration that the Office of 
the Secretary of Defense has in some cases reduced proposed projects 
below the level in which FHA has concurred. 

A number of cases of this type have involved stations where there 
was an existing Wherry project where an extra margin of safety 
was desired to protect the occupancy of the Wherry project. In no 
case has total programing, including all existing adequate Govern- 
ment and private assets as well as planned construction, exceeded 90 
percent. The 10 percent safety factor is maintained to provide against 
unforeseen strength fluctuations and families which may not desire 
to move into the area. 

i:xcept at isolated stations, no provision is made for nonkey civilian 
employees nor for enlisted personnel of the lower pay grades. 

In the case of uncertain projects, a representative of the Office of the 
Secretary of Defense is sent to the area to examine existing Govern- 
ment and private housing and to talk with both military officials and 
private civilians. 

Private building groups have sometimes opposed construction of 
proposed Capehart projects because of the availability of homes for 
sale in the area—and, I might say, because of the assumed availability 
of homes in the area. And in such cases it has been necessary to 
explain that for-sale housing is not considered a satisfactory solution 
for military personnel who are transferred every 2 or 3 years. 

In general, every effort has been made to meet a complex problem of 
creat magnitude while at the same time exercising prudence and care 
to avoid conflict with existing privately owned housing. 

The Department of Defense supports the provisions of S. 3309 re- 
cently introduced by Senator Capehart. One of the provisions con- 
tained in that bill is a proposed increase in the average maximum 
mortgage for any project to $16,500, and in the maximum program 
average for any military department to $15,000. This provision is 
hecessary since it is believed that Government quarters provided under 
the amended title VIII program and under the military construction 
program should be substantially comparable. And yet it is apparent 
that title VIII quarters under a $13,500 ceiling will not be comparable. 
to those built with appropriated funds. 
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The reason for this is that the title VIII limit covers all onsite 
expenses, such as utilities, streets, sidewalks, and so forth, whereas the 
unit-cost limitations applicable to the military construction program 
apply only to the structure to the 5-foot line, and additional funds are 
required to cover site-improvement costs. Moreover, there is a con- 
tinued general increase in construction costs applicable to both 
programs. 

S. 3309 contains a provision which would increase the title VIII pro- 
gram by an additional 100,000 units. In this connection, it might be 
well to compare the proposed program of approved projects as of 
March 6, 1956, with the continental United States requirements. (j 
the deficit of 273,067 units previously noted, 194,553 represents the 
United States portion, with 78,154 overseas. Subtracting 7,567 units 
in the public works execution program, the United States projected 
deficit amounts to 186,986 units for officers and the upper enlisted 
grades. 

Based on experience to date, 56,000 units can be added to this to cover 
lower enlisted requirements for conservative programing purposes. 
The comparison is therefore as follows: 

For all the services we have a continental net requirement of 242,986. 
We have 111 projects in the mill, totaling 49,866 units, which represent 
only 20.5 percent of requirements. It is estimated that these units wil! 
cost in the magnitude of $747,990,000. We have a further breakdown 
as to how the 242,986 units are broken down between the Army, Navy, 
and Air Force. 

(The breakdown referred to follows :) 


| Approved for development 


Continental! ,, 
Number of 
net require- 
ments projects | Number of a of 


requ: 
units m 


Estimated 
t 


POUT on ood getipetepetunapeetinbedain 
Pg EE eet 


1 Includes 1 project of 1,326 units for Schofield Barracks, Hawaii. 


Senator Carpenart. Would you recommend or do you think it would 
be a good thing to include in this bill some facilities for the lower 
grades? Is there any way it can be handled under this sort of —— 

Mr. Future. Yes, I believe that some consideration should be 
given to providing a number of houses for the lower three grades on 
, limited basis. i do not think we should go completely across the 

voard. 

Senator CApenart. How much would you say? How many would 
you say might be authorized ? 

Mr. Arrtneron. Well, as indicated in the statement which Mr. 
Fulling just made, we feel 56,000 units would represent a reasonable 
programing estimate. 

Senator Capenmart. For the lower grades? 

Mr. Arrrneton. For the lower grades. 

Senator Carenart. What price house? 

Mr. Arrtneton. Well, the houses for the lower grades. would be 
covered in the average mortgage limitation for the program in general. 
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We feel that the legislation as presently written permits us to 
proceed with programing for the lower pay grades, but we are 
proceeding on a rather selective basis. 

Senator CapeHart. You do not need any additional legislation to 
build houses for the lower grades ? 

Mr. Arrtneton. No, sir. 

Senator CapgHart. You do not need any additional legislation? I 
see. That answers my question. 

Mr. Arrtneton. Senator, | might say in that connection there is 
one difficulty with regard to the question of quarters allowances. As 
you know, the allowances for those lower pay grades are now based 
on temporary legislation extended on an annual basis, and we are now 
viving consideration to requesting possibly some adjustment. 

Senator Capenart. In other words, at the moment it is not practical 
because their allowances are not permanent ? 

Mr. Arrtneron. That represents a problem. 

Senator Capenart. It would only become practical when the 
Congress makes those quarters allowance permanent for the lower 
grades? Is that what you are saying? 

Mr. Arrineron. That is our problem, yes. 

Mr. Funirne. We have another problem which we are meeting head 
on, and that is the providing of a certain number of houses for key 
civilians in some of the areas where we have extensive technical work 
going on at permanent installations. 

Senator CareHart. Does not this law permit you to build houses 
for civilians? 

Mr. Funnrne. Yes, but we have no way of—there is no way to 
get the people into the houses and to collect the rent. Now, we have 
this problem with us today. In particular we have—— 

Senator Caprnart. Could you use your appropriated money for 
that purpose and then build the other type houses under this act ? 

Mr. Fuutane. We are doing that in certain instances, but we do 
not have sufficient. coverage in our appropriated houses to meet our 
requirements, . 

Senator Capenarr, Are you thinking maybe in terms of Redstone? 

Mr. Foutrxe. I was going to mention—— 

Senator CAPEHART. ‘Where you have a lot of highly paid technical 
civilian employees ? 

Mr. Funirne. Yes. We have several areas where we need relief 
immediately. One of the most pressing matters exists in Huntsville, 
Ala., for the Redstone Arsenal. 

Senator Cargenart. Yes. 

Mr. Futiine. We are engaged in an extensive recruiting program - 
for the procurement of qualified scientists and engineers, and. we 
have no place for them fa lies We have discussed this problem quite 
thoroughly with the local community, the leaders of the local com- 
munity. We sent a combined team down from FHA and the Army 
and the Department of Defense last week to further survey the 
requirements. 

Senator Carpenarr. You are talking about Huntsville now? 

Mr. Funiine. Huntsville, because that is the one right now that 
is setting the stage. We have discussed this matter in detail with the 
FHA and other interested agencies, and we have put down on paper 
some language which represents advance thinking. This is a draftmg 
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proposal. It does not represent a coordinated, sponsored proposal. It 
is simply something to represent advance thinking, and we submit it 
to you gentlemen for your consideration. 

I might say that this thinking has not been thoroughly coordinated 
with the FHA nor the Bureau of the Budget. It canot be considered 
a formal proposal. 

Senator SparkMan. We are very glad to have it. Do you want to 
give it to us? Of course, we recognize what you have said—that it 
represents thinking in process. 

Mr. Fuxtrne. That is right, sir. 

Senator Carenarr. What is that? 

Senator Sparkman. Trying to work out some plan to relieve the 
situation at Huntsville and similar places. 

Mr. Future. I would like to read this if I may. 

Senator SparKMAN. Yes. 

Mr. Fuuiinc. This could probably be considered for inclusion in 
the National Housing Act as a new section under title IT: 

(a) The purpose of this section is to aid in the provision of housing 
accommodations for essential civilians, employed by the Armed Forces 
of the United States or by contractors of the Armed Forces at research 
and development installations of the Department of Defense, and 
their families by supplementing the insurance of mortgages under 
section 203 of this title with a system of mortgage insurance especially 
designed to assist the financing required for the construction or pur- 
chase of dw ellings by such civilians. As used in this section an 
essential civilian means a person (1) employed by the Armed Forces 
or by a contractor thereof at an installation certified by the Secretary 
of Defense or his designee to be permanent research and development 
establishment where failure to provide housing for such a civilian 
would adversely affect the national defense effort, and (2) designated 
by the installation commander (under regulations prescribed by the 
Secretary of Defense and the Commissioner of the Federal Housing 
Administration, acting jointly) as eligible to receive the benefits 
provided by this section. 

(b) To be eligible for insurance under this section a mortgage shall 
meet the requirements prescribed under section 203 (b) of this Act. 

(c) The Commissioner is authorized to create a revolving fund to 

carry out the insurance provisions of this section : Provided, That the 
aggregate amount of principal obligations of all mortgages insured 
under this section and outstanding at any one time shall not exceed 
$100 million. 

As I stated, Mr. Chairman, this is simply one approach, and we sub- 
mit it for your consideration. 

Senator SparKMAN. May I ask you, Mr. Fulling, this question: Of 
course, section 203 as it is written in the National Housing Act has a 
requirement of economic soundness. 

Mr. Futirne. Yes. 

Senator SparkMAN. That has been the point on which Redstone, 
and I understand these other projects, have foundered. 

Mr. Fuuirns. The so-called one-industry areas. 

Senator Sparkman. Yes. As TI understand, your definition of 
essential civilian is intended to replace that so far as these particular 
persons are concerned. 

Mr. Futirne. Yes, sir: that is the intent. 





HOUSING AMENDMENTS OF 1956 203 


Senator SpaRKMAN, You think the way it is worded there would 
adequately serve that purpose ¢ 

Mr. Fuuirne. At the present time that is our belief, sir. It cer- 
tainly is subject to further discussion. 

Senator SPARKMAN. In other words, when the Department of De- 
fense or the branch of the service concerned makes its certification as 
io the permanence of the station and the essentiality of these persons, 
then the FHA Commissioner would not be required to pass upon eco- 
nomic soundness beyond that point? 

Mr. Futurng. That is the approach to this particular legislation. 
Now, be sure we understand that we do not have the FHA nor the 
Bureau of the Budget concurrence in this. 

Senator SpARKMAN. I understand. 

Mr. Futuna. There are many roadblocks that have to be pushed out 
of the way. 

Senator SPARKMAN. I understand. 

Mr. Arrtneton. It might be well, Senator, to perhaps state that 
more specifically in here—specifically say the Commissioner is not 
required to make his normal determination of economic soundness. 

Senator SpaRKMAN. I would certainly be willing to accept what- 
ever language was agreed upon by you people and the FHA people 
as to what would be sufficient to meet that requirement. 

Mr. Futiinc. Well, for the purpose of our meeting this morning, 
sir, we wanted to let you know that we consider this a very important 
part of our program. We have got something in the mill. 

Senator Carrnarr. Do I understand the trouble is the way the law 
is written FHA just cannot approve, for example, X number of units 
at Huntsville, that everyone is convinced I presume, including the 
FHA officials themselves, ought to be built for these technicians down 
there ? 

Mr. Fotis. Sir, not being a lawyer I cannot attest to whether 
or not it is in the law, but I can certainly attest to the fact that it is the 
way the law is being interpreted. 

Senator CaprenArt. One or the other, either the way the law is 
interpreted or the law itself. But the position of FHA is they cannot 
do this under existing law ? 

Mr, Furic. That is right, sir. 

Senator Caprnarr. Yet these technicians are going to be there per- 
manently in the opinion of the Defense Establishment and hetetore 
you want the law changed, or the interpretation, that would permit 
FHA to insure houses for these people? Am I stating it correctly ? 

Mr. Foiirne. That is correct. 

Senator Capenart. The next question is: How many such houses 
might be involved in the entire United States or throughout the world 
where we have Armed Forces ? 

Mr. Fuiirne. Well, we have not scoped the total, but I can tell you 
Redstone—— 


Senator Carenart. Do you know how many would be involved at 
Huntsville ? 

Mr. Furie. At Huntsville at the present time we have estimates 
of 1,000 to 1,500 units as being required for civilian use. That is a 
figure that we are using at the present time. 


Senator Caprenart. It seems to me we ought to change the law and 
authorize FHA to do this. 
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Senator SparKMAN. You have only 3 or 4 places, that are pressing 
right now? Is that not true? Huntsville, China Lake—— 

Mr. Fuuiine. We have the Naval Ordnance Test Station at China 
Lake, Calif., the Patrick Air Foree Base, Cocoa, Fla. They are some 
of the major installations. There are others, and there may be others 
in the future that have not come on the scene yet. 

Senator Sparkman. Of course, you have a limitation here of $100 
million. 

Mr. Future. That is right. 

Senator Sparkman. The total that could be outstanding at any one 
time. If others come, we would have to—beyond this figure I mean— 
increase that figure. 

Mr. Fuuurne. That is right. 

Senator Carenart. This would permit private industry to build the 
houses and then sell them to these employees and FHA would insure 
them as they do all others ? 

Mr. Fuxuurne. That is right, sir. And another point about this is 
that the program could proceed on the building of individual houses, 
groups of houses, or an entire housing project. There are no limita- 
tions. 

Senator SparkMaNn. By the way, as to your regular program let me 
ask you this: You make a statement that at no time did you ask for 
more units. In other words, in discussing the cooperation between you 
and the FHA you say—I do not see it just now—that at no time did 
you ask for more than the FHA was willing te approve. Here is the 
point I want to get clear in my mind. If FHA approves them, then 
do you have to back them up in their insurance, or do you only back 
them up for such number as exceeds their approval ? 

Mr. Arrineron. Mr. Chairman, in instances where we approve de- 
velopment of a Capehart project of a larger number of units than FHA 
has concurred in, the Commissioner may require the Department of 
Defense to indemnify the insuring fund. 

Senator Sparkman. Yes. Now, then, I asked also for the other: 
If it is not larger than FHA approves, then you are not required to 
enter into it? 

Mr. Arrtneton. We are not required to indemnify the fund, no, sir. 

Senator SparKMan. I just wanted to get that point clear. In other 
words, if FHA goes along with you, then FHA | assumes the risk of 
the insurance? 

Mr. Arrrneton. That is right. 

Senator Sparkman. And over and beyond that you have to in- 
demnify ? 

Mr. Arrincton. That is right. We do under, any circumstances 
guarantee the obligations of the mortgagor corporation with respect 
to the payment of the notes and other obligations. 

Senator Sparkman, I see. Anything further? 

Senator Carenart. No. 

Senator Sparkman. There are 1 or 2 things I want to ask, Has 
your attention been called to a proposed amendment called a modular 
measure principle of military housing plans and specifications ? 

Mr. Futitne. Yes. 

Senator SparkMAN. Are you familiar with that? 
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Mr. Future. I referred to that in my discussion this morning. 

Senator SPARKMAN. Yes. 

Mr. Fuusane. I am familiar with it, and I certainly endorse the use 
of modular dimensioning not only for family housing but for other 
construction, and I so testified to the nvined Services Committee of 
the House and Senate on that. 

Senator Sparkman. I do not believe you mentioned S. 2848, a bill 
that has been introduced by Senator Johnston of South Carolina, 
providing that no service personnel may be assigned to new title 
VIII housing projects if in the same vicinity there is a vacancy in an 
existing title VIII project. Are you familiar with that bill? 

Mr. Futiine. Mr, Arrington would be better qualified to discuss 
that. 

Mr. Arrtneton. Mr. Chairman, I believe that our office has sub- 
mitted comments on that to legislative liaison. May I 

Mr. Srempter. We have not developed a final position on that yet. 

Mr. Arrrneton. No, 

Mr. Future. I might tell you then that we have the legislation for 
review but we have not established our comments on it. 

Senator SparkMan. I see. Could you give us any idea as to how 
soon the report might be coming up on that, since that bill is included 
among a great many bills that are being considered ? 

Mr. Futirne. Sometime next week, Senator. 

Senator SparKMAN. Fine. All right. 

Senator Carenart, Is there anything to stop you from recommend- 
ing, approving prefabricated housing under this act ? 

Mr. Funirna. No, we are encouraging and including in our design 
the features that could be used by the prefabrication industry, and 
it is so stated in the law that such consideration shall be used. 

Senator Capenart. That is what I thought. There does not need 
to be any change in the law to permit you to do it. 

Mr. Fuuirne. No, sir; there is not. I might say—and I do not 
mean this to be a facetious statement—there has got to be some give 
and take from the prefabrication industry on this matter also, We 
do not intend to conform our designs entirely to meet the considera- 
tions of a particular industry. 

Senator Carenarr. In other words, they would have to meet your 
specifications rather than you meeting their standard specifications ? 

aa Fuuuine. That is right. There is something to be said on both 
sides, 

Senator Capenarr. Yes; I see. I appreciate that, and I think you 
are right about it. 

Mr. Future. In regard to the proposed legislation, there are sev- 
eral minor technical amendments under consideration which we plan 
to discuss with your committee staff. 

Senator SparKMAN. Fine. Thank you very much, gentlemen. We 
appreciate it. 

Dr. John Cronin, Department of Health, Education, and Welfare. 

Dr. Cronin, we are very glad to have you with us. If you have a 
statement, go ahead. 
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STATEMENT OF DR. JOHN CRONIN, CHIEF, DIVISION OF HOSPITAL 
AND MEDICAL FACILITIES, BUREAU OF MEDICAL SERVICES, 
PUBLIC HEALTH SERVICE, DEPARTMENT OF HEALTH, EDUCA- 
TION, AND WELFARE, ACCOMPANIED BY HUGH B. SPEIR 


Dr. Cronty. I have no statement, Mr. Chairman, but I do have a 
letter here addressed to the chairman of the committee from Secretary 
Folsom, Department of Health, Education, and Welfare, which sets 
forth our Department’s position on Senate 2640, and with your per- 
mission I would like to read that letter into the record. 

Senator SparKkMaNn. Yes; go right ahead. 

Dr. Crontn. It is dated March 21, 1956. 


DeaR Mr. CHAIRMAN: This letter is in response to your request of July 28, 
1955. for a report on 8. 2640, a bill to revive and extend the authority of the 
Housing and Home Finance Administrator to make loans or grants, or other 
payments for the construction of certain hospitals. 

This bill, if enacted, would revive and extend to June 30, 1957, such portion 
of section 304 of the Defense Housing and Community Facilities and Services 
Act of 1951 (Public Law 139, 82d Cong.) as would authorize the Housing and 
Home Finance Administrator to make loans or grants for hospital construction 
to public and nonprofit agencies which, prior to June 30, 1953, applied for such 
loans or grants under Public Law 139 but whose applications were not approved 
solely because of the unavailability of funds. Responsibility for such hospital 
construction loans or grants was vested in the Surgeon General of the Public 
Health Service by section 316 of the act. 

One of the purposes of Public Law 139 was to provide needed community facil- 
ities in areas, designated as “critical” by the President, in which there was an 
influx of population due to defense activities. With respect to hospitals, section 
304 of that act provided that Federal financial assistance would be made avail- 
able only to the extent that the required assistance was not available under the 
Hospital Survey and Construction Act (Public Law 725, 79th Cong.). 

Applications for hospital construction grants under Public Law 139 were 
received from 23 critical areas. However, in some instances more than 1 appli- 
cation was submitted from the same critical area so that there were 32 applica- 
tions in all. Six of these having the greatest need for hospital beds were 
approved for Federal assistance. Of the remainder, 7 of the communities have 
since received Federal aid under the hospital survey and construction program 
and 5 others have acquired hospitals entirely from their own resources. 

Enclosed is a supplementary statement which lists the communities from 
which applications for hospital construction funds under Public Law 139 were 
received. The statement contains other information, taken from materials on 
file with this Department, which may be of interest to the committee. Our 
analysis indicates that a maximum of 10 areas could possibly benefit from the 
proposed 8S. 2640. The current State plan revisions indicate that in at least 
half of these areas there are a sufficient number of beds so that the areas have 
relatively low priorities. The few remaining areas have a relatively high 
priority under the hospital survey and construction program. 

We have serious doubts whether special legislation should be enacted to 
provide assistance for a possible maximum of 10 areas. It must be remem- 
bered that all of these areas were declared critical several years ago and sub- 
mitted applications before December 31, 1952. The situation of limited mobiliza- 
tion created by the Kerean incident no longer exists, although there is continued 
military activity in some of these areas. There may, however, be other areas 
today which were not critical in 1952, had not filed Public Law 139 applications, 
and, because of military or other activity, now find that they have equal or 
perhaps greater need for hospitals than the 10 areas that could possibly benefit 
under the present bill. Further, no provision is contained in the bill for a 
reevaluation and a new determination as to whether these areas can be con- 
sidered critical at the present time. 

We, therefore, recommend against enactment by the Congress of S. 2640. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
(Signed) M. B. Forsom, Secretary. 
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(The supplementary statement submitted with the above letter 
follows :) 
SUPPLEMENTARY STATEMENT 


\PPLICATIONS FOR HOSPITAL CONSTRUCTION FUNps UNDER THE DEFENSE HOUSING 
.ND COMMUNITY FACILITIES AND SERVIcES AcT (PusLic LAw 139, 82p Conc.) 


Communities in which project applications were approved: 


Grant ap- 
seaeat last Cor proved under 
Critical area nmunity Public 
Law 139 


| 


San Diego _| San Diego, Calif. $500, 000 
Rock Island-Moline-Davenport___. ....| Moline, Il. l 500, 000 
Patuxent Scena i ...| Leonardtown, Md____- = 150, 000 
Umatilla, Hermiston... --.- ..--| Hermiston, Oreg a 98, 538 
Savannah River...-.--.---------------------| Orangeburg, 8. C 300, 000 
Ephrata-Moses Lake- __--..- Fol hed ' ..| Moses Lake, Wash___- 4 sent 101, 700 


apie lh. pia doustsennsceitebege~ aaned 1, 650. 238 


Communities from which applications were received, but not approvel: ’ 
Critical area Community 


Huntsville Huntsville, Ala. 
Anniston Anniston, Ala. 
Tucson Tucson, Ariz. (2 applications). 
Pittsburg-Camp Stoneman Pittsburg, Calif. 
Pleasonton-Livermore-Hayward____..._._.._. Castro Valley, Calif. 
Wichita Wichita, Kans. (2 applications). 
Hopkinsville, Ky. 
Clarkesville, Tenn. 
Paducah, Ky. 
Lexington Park, Md. 
Fort Bragg Fayetteville, N. C. 
Portsmouth-Kittery Dover, N. H. 
Portsmouth-Chillicothe Waverly, Ohio. 
Roseburg Roseburg, Oreg. 
Savanah River Barnwell, 8. C. 
Fairfax, S. C. 
Charleston, 8. C. (3 applications). 
Summerville, 8. C. 
Beaufort, 8. C. 
Rapid City-Sturgis Rapid City, S. Dak. 
Bremerton Bremerton, Wash. 
Honolulu Honolulu, T. H. 
‘This list includes all applicants. It is not intended to imply that all of these com- 
munities had approvable projects. A project could be approved only after a financial 
analysis of the community by the Housing and Home Finance Agency showed that the 


community could not provide the needed hospital facilities and services from its own 


a Financial analyses were made of only the 6 communities to which grants were 
made. 


All funds made available for hospital construction under Public Law 139 
were obligated by December 31, 1952, as required by the appropriation act. 
Since that time some of the communities listed above have received aid for 
hospitals under the hospital survey and construction program (Public Law 725, 
79th Cong.), or have acquired hospitals entirely from their own resources. 
These are indicated below. 

Communities aided under Public Law 725: 

Huntsville, Ala. 
Honolulu, T. H. 
Paducah, Ky. 
Dover, N. H. 
Fayetteville, N. C. 
Barnwell, 8. C. 
Charleston, 8. C. 
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Communities acquiring hospitals with own funds: 
Anniston, Ala. 
Tucson, Ariz. 
Castro Valley, Calif. 
Pittsburg, Calif. 
Wichita, Kans. 
The following comments pertain to the remaining 10 communities which 
applied under the provisions of Public Law 139: 


Lexington Park, Md. 


This community is 12 miles from Leonardtown. There was a question as to 
whether the hospital to serve this area should be located at Lexington Park or 
Leonardtown. However, the latter location was selected and received assistance 
under Public Law 139 as well as Public Law 725. The Maryland 1955 State plan 
shows that 52 percent of the need in the area is now met. The area has a B 
priority for further Federal aid under Public Law 725. 

Rapid City, 8. D. 

A hospital was under construction at Rapid City at the time Public Law 139 
was enacted. This community requested funds under Public Law 139 only for 
the purpose of adding another floor to the project already under construction. 
The South Dakota 1955 State plan shows that the need for hospital beds in 
Rapid City is fully met by existing facilities. 


Bremerton, Wash. 


The application for aid under Public Law 139 was from a hospital already 
in existence. The grant requested was for the purpose of modernizing the facil- 
ity. The Washington 1955 State plan shows that there are 2 hospitals in 
Bremerton, i. e., the one which applied, a 90-bed nonacceptable facility operating 
at a 50 percent occupancy rate and the other, also a 90-bed facility operating 
at an occupancy rate of 62 percent. The plan shows, however, that only 26 
percent of the need for hospital beds in the area is met by acceptable beds and 
the area has a top priority, A, for Federal aid under Public Law 725. 


Hopkinsville, Ky. 


The Kentucky 1956 State plan shows that this community has top priority, 
A, for Federal aid under Public Law 725. However, according to information 
available, the sponsors of the proposed hospital project are unable to raise their 
share of the construction costs and the project cannot therefore be at this time 
approved under Public Law 725. 


Fairfaz, 8. C. 

The existing hospital of 28 beds is operating at a 54 percent occupancy rate 
as shown by the South Carolina 1956 State plan. The plan shows that 74 percent 
of need in the area is met and the area has a low priority, B, for aid under Public 
Law 725. 

Summerville, 8. C. 


The existing hospital of 50 beds is operating at a 59 percent occupancy rate 
as shown by the South Carolina 1956 State plan. The plan shows that 76 percent 
of the need in the area is met and the area has a low priority, E, for Federal 
aid under Public Law 725. 


Beaufort, 8. C. 


The existing hospital of 58 beds is operating at a 57 percent occupancy rate 
as shown by the 1956 South Carolina State plan. The plan shows that 68 percent 
of the need in the area is met and the area has a low priority, D, for Federal 
aid under Public Law 725. 


Clarkesville, Tenn. 


The Tennessee 1956 State plan shows that there are 2 hospitals in Clarkes- 
ville, one of which is operating at an occupancy rate of 90 percent. Utilization 
data is not shown for the other. The plan shows that 76 percent of need in the 
area is met and the area has a low priority, D, for Federal aid under Public 


ox 


Law 725. 
Waverly, Ohio 


The Ohio 1955 State plan indicates that there is some question as to whether 
a new hospital should be located at Waverly or at Jackson. There is only one 
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existing hospital in the area. This is a 20-bed facility located at Oak Hill. The 
State plan shows that only 15 percent of the need in the area is met and the area 
has a top priority, A, for Federal aid under Public Law 725. 

Roseburg, Oreg. 

The Oregon 1955 State plan shows that there are 2 hospitals in Roseburg; i. e., 
a 66-bed facility which includes 23 beds recently constructed (occupancy rate 
not available), and a 48-bed facility operating at an occupancy rate of 52 
percent. There also is an 8-bed facility in Canyonville and a 24-bed facility 
in Myrtle Creek. The State plan shows that 91 percent of the need in the area 
is met and the area has a low priority, D, for aid under Public Law 725. 

Senator SpaRKMAN. Well, thank you very much, Dr. Cronin. 

Any questions, Senator Capehart ! 

Senator CapeHart. No. 

Senator SPARKMAN. Do you have anything to add? 

Mr. Spetr. No, sir. 

Senator SPARKMAN. It seems to be a pretty complete statement. 
As I understand, it boils down to this: That only about 10 areas will 
be affected. In some of these the critical condition may have sub- 
sided and still others are being taken care of under the Hill-Burton 
Act. Is that mght? 

Dr. Cronty. That is right. 

Senator SPARKMAN. I notice my own hometown is one of those. 

Dr. Cronin. That is correct. 

Senator SparkMAN. Thank you very much. 

Mr. Kane, General Accounting Office. 


STATEMENT OF OWEN A. KANE, LEGISLATIVE ATTORNEY, OFFICE 
OF THE COMPTROLLER GENERAL, ACCOMPANIED BY JOHN DEL- 
MORE, ASSISTANT DIRECTOR OF AUDITS 


Mr. Kane. Mr. Chairman and members of the committee, the 
Comptroller General, Mr. Joseph Campbell, asked me to express his 
appreciation for this opportunity to discuss pending housing legisla- 
tion. 

[ am Owen Kane, legislative attorney in the Office of the Comptrol- 
ler General, and with me is John Delmore, Assistant Director of our 
Division of Audits. .Mr. Delmore, as you may recall, worked with 
your committee a couple of years ago, and on the basis of that work 
and the fine recommendation that your committee made, he was 
assigned to the job of auditing the housing agencies. 

Senator Sparkman. We are very glad to have both of you. 

Mr. Kane. Housing legislation is one of the major subjects which 
the Congress considers annually. This has placed a heavy responsi- 
bility on your subcommittee and staff. The Government’s housing 
programs are complex in form and administration and constitute the 
foundation of a significant portion of the Nation’s home-construction 
and home-financing industries. 

In addition, tremendous expenditures of Government funds are in- 
volved in the form of borrowings from the Treasury which shunts 
the normal SPER DSA rocess of Congress, and contingent lia- 
bilities in the billions of dollars are created against the Government. 
Therefore, the desirability of continuous congressional surveillance 
over the exeeution of the housing programs is obvious. : 

Your subcommittee, by its studies, investigations, hearings, and 
reports, has contributed to the improvement of the administration and 
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operati ion of the Government’s housing programs, and demonstrates 
the constructive value of close and continuous congressional review of 
executive branch programs. 

The General Accounting Office, as the agent of the Congress, has 
the important duty of auditing the financial transactions and review- 
ing the operations of the Housing and Home Finance Agency and 
the corporations and agencies under its jurisdiction to determine that 
the housing programs are carried out in accordance with the will of 
the Congress. In carrying out our responsibility, we have made 
special efforts to cooperate with your subcommittee and members of 
your staff. The Comptroller General is pleased with the construe- 
tive efforts resulting from this arrangement, and you are assured that 
our Office will continue to assist your subcommittee in its important 
work in every way that we can. 

During the past year we have been able to strengthen our audit 
activities of the Housing and Home Finance Agency and its con- 
stituent units by assigning additional personnel and expanding the 
scope of our audit in many respects. The Housing and Home Finance 
Administrator and housing officials are continuing their efforts to 
strengthen their own internal audit program, as well as their general 
policies and procedures. Our representatives keep in daily contact 
with the housing officials, and a close working association exists be- 
tween them which facilitates the exchange of views on important prob- 
lems that arise in the audit. 

The housing officials give serious consideration to our suggestions 
for improvements in operations and fiscal matters. They have 
adopted many of our recommendations and are studying numerous 
others. 

In this connection, during the past year we have given special atten- 
tion in our audit review to the underwriting and collection operations 
of the FHA field insuring offices. We are preparing reports to the 
Commissioner of the Federal Housing Administration on our findings 
and have submitted to him reports on the Kansas City, Mo., and C leve- 
land, Ohio, offices. 

Our Kansas City report contains specific instances of failures to 
follow procedures prescribed in the FHA underwriting manual. We 
recommended that there be instituted an adequate and ‘effective train- 
ing program to instruct employees in evaluation and underwriting 
tec chniques, and that more frequent visits to the field offices be made 
by underwriting specialists from the central office to assure that field 
personnel understand and comply with prescribed underwriting 
policies and procedures. We also pointed out weaknesses in title I col- 
lection work. 

Improper valuations not only jeopardize the Government’s interest 
in insured property, but, in a br oader sense, they could also affect the 
entire real-estate market in a given area in that overvaluations by 
FHA may tend to cause an upward trend in prices and undervalua- 
tions may tend to cause a downward trend. 

The Commissioner advised us in a letter dated March 3, 1956, that 
action has been taken, or is being taken, on most of the problems raised 
in the audit report. This commendatory administrative attitude is 
reflected in a memorandum of February 10, 1956, to the FHA Commis- 
sioner from Mr. Charles A. Bowser, Assistant Commissioner, Tech- 
nical Standards, stating in part as follows: 
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Thank you for giving me the opportunity to review and study the GAO report 
on the Kansas City insuring office. Objective analyses like this are unusually 
helpful to us and the constructive criticisms are certainly matters on which we 
will take every step within our ability to correct. 

* % * * * * * 

The GAO report has focused our attention on various aspects of operations in 
Kansas City, and we are not only taking corrective measures there but also are 
looking at these matters in relation to other offices. 

This week we sent to the Commissioner of the Urban Renewal 
Administration our report on review of slum clearance activities of 
local public agencies under title I of the Housing Act of 1949. The 
weaknesses and deficiencies in LPA project operations pointed out 
in the report primarily concern (1) the method used to determine 
project eligibility, (2) the manner in which appraisal and option 
negotiation work is contracted for and the fees paid appraisers and 
option negotiators, (3) the failure of LPA’s to collect rents from site 
tenants and to adequately protect site buildings from vandals, and 
(4) the manner in which relocation programs are planned and exe- 
cuted, 

We realize that the apparently inadequate planning and many of 
the deficiencies we encountered resulted from latitudes granted in 
getting the entire slum-clearance program started. However, the 
program has now reached a point where serious consideration should 
be given by URA to tightening controls over the projects by the estab- 
lishment of firm guidelines. 

The report contains numerous specific suggestions which we believe 
the Urban Renewal Administration should adopt as soon as possible 
to strengthen the operations of this program. For example, the LPA 
manual provides the following with respect to the selection and em- 
ployment of appraisers : 


PROHIBITED INTERESTS 


An appraiser must have no interest that could impair his ability to furnish 
impartial valuations or raise questions as to his impartiality or fairness. 

In our review an instance was noted where an appraiser who was 
engaged to make a land reuse appraisal of a project was also a director 
of a corporation interested in redeveloping the project. In this case 
we have no reason to believe the corporation will benefit. Neverthe- 
less, in order that possible conflicts of interests be eliminated as in- 
tended by the regulation cited above, our report contains a recom- 
mendation that the regulation be supplemented to require appraisers 
to submit a statement disclosing their interest in the matter, directly 
or indirectly. The agency has examined into this case and determined 
that no intentional violation of ethics was involved. 

Now, Mr. Chairman, with respect to the bills your subcommittees is 
considering, our comments primarily concern the Housing Amend- 
ments of 1956 as proposed in S. 3302. 

The bill, while in draft form, was submitted by the Director ’of the 
Bureau of the Budget to the Comptroller General for comment. We 
recommended serveral revisions which were thought desirable from 
the standpoint of strengthening congressional control of the programs 
covered in the proposed legislation. ; 

We are gratified that several of the recommendations were adopted 
by the Bureau and included in the bill. However, the General Ac- 
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counting Office strongly believes that the unadopted recommenda- 
tions deserve further consideration and we are pleased to have this 
opportunity to discuss them with you. 


FHA TITLE I HOME REPAIR AND IMPROVEMENT PROGRAM 


Section 101 of the proposed bill would make title I, home repair 
and modernization program, a permanent and continuing program 
and liberalize it by increasing the maximum amount and term of in- 
surable loans. This liberalization involves basic economic and Goy- 
ernment housing policy questions. However, the loans under this 
program are unsecured; therefore, increasing the maximum loan 
amount from $2,500 to $3,500 and extending the loan period from 3 to 
5 vears could result in serious collection problems. 

Under present FHA regulations, a lender acting in good faith may, 
in the absence of information to the contrary, rely upon all state- 
ments of fact made by the borrower, which are called for by the bor- 
rower’s credit application, in determining the eligibility of the loan. 
This policy has resulted in some borrowers abusing the title I pro- 
gram. Increasing the amount of the loans to $3,500 and extending 
the term to 5 years may furnish incentive for more abuse unless the 
policy of FHA were strengthened considerably in this regard, if the 
interests of the Government are to be adequately protected. 

FHA has currently over $60 million of defaulted notes on hand for 
collection. The number of cases in the hands of the United States 
attorney for collection has increased from 7,900 at December 31, 1947, 
to 28,800 at December 31, 1955. The agency is making some progress 
in strengthening its collection activities, but, there remain some im- 
portant problems to iron out. 

As this subeommittee pointed out in its excellent report covering its 
activities during 1955, the title I property improvement loan insur- 
ance program is in a state of uncertainty at this time. There is a 
swing of lending institutions from the title I program. Some insti- 
tutions are inaugurating their own home improvement loan plans. 
and a privately financed corporation now offers insurance for home 
repairs and modernization similar to that offered by FHA. To what 
extent the proposed liberalization would further change the title I 
program is difficult to conjecture. 

In view of these circumstances, we believe that the program should 
not be made permanent at this time. 


FIRE AND HAZARD LOSS FUND 


Section 102 would authorize the Federal Housing Commissioner 
to establish a fire and hazard loss fund to provide such self-insurance 
in lieu of commercial coverage as he determines necessary to protect 
real property acquired by FHA by foreclosure or otherwise under 
any of the FHA programs. The Commissioner would also be author- 
ized to purchase additional insurance protection if he determined it 
necessary, and to provide for reinsurance of any risk assumed by the 
fire and hazard loss fund. 

Our representatives some time ago discussed with FHA officials 
the desirability of the Federal Housing Administration being a self- 
insurer in accordance with the general practice of the Government. 
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We are pleased, therefore, that the principle of our recommendation 
has been incorporated in the bill. We strongly recommend enactment 
of this section. 

HOUSING FOR THE ELDERLY 


Section 103 would amend section 203 of the National Housing Act, 
which authorizes the regular FHA housing mortgage-insurance pro- 
gram, to provide that in cases where the mortgagor is a person 60 years 
of age or older, a third party (a person or a corporation) satisfactory 
to the Federal Housing Commissioner may provide the downpayment 
required. ‘Thus, a third party could then make the downpayment 
and become a cosigner of the mortgage note for an elderly person lack- 
ing adequate credit. It is stated that— 
this would be particularly helpful where the elderly mortgagor does not have 
reasonable prospect of any insured income over the term of the mortgage. 

This liberalization obviously increases the Government’s insurance 
hazard, and since FHA does not require mortgagees to obtain defi- 
ciency judgments, the Government would not seem to be recary ae 
any additional protection that it now has even for normal ris 
programs, 

We believe that if your committee should adopt this new type of 
program that it would be prudent to make clear that the FHA should 
devise regulations with respect to the eligibility of cosigners with a 
view of protecting the Government’s interest to the maximum extent 
possible, ineluding a requirement that the mortgagee and FHA be 
required to completely exhaust all possible remedies against the co- 
endorser. 

FHA RENTAL HOUSING FOR THE ELDERLY 


Section 104 of the bill would establish a new provision under sec- 
tion 207 of the National Housing Act, which covers the regular FHA 
rental-housing insurance-mortgage program, to provide more favor- 
able financing terms for structures specifically designed for the 
elderly. 

This plan would allow financially able associations and institutions 
to build housing for the elderly which they might provide to the in- 
dividual without having that individual’s Income necessarily cover 
the full operating and amortization costs of the living unit. Ap- 
parently, the idea would be to attract eleemosynary institutions as 
the sponsoring mortgagors. 

Doubts have been expressed whether such a program would really 
work because of the serious question as to the financial ability of 
potential sponsors, such as union, church, and civic and, fraternal 
groups, to undertake such a program. 

We note that no guidelines are specified for the Commissioner to 
follow in prescribing procedures as to how the priority of occupancy 
for elderly persons throughout the life of the insurance contract 
should be enforced. This would, of course, require considerable and 
continuous administrative enforcement for periods up to approxi- 
mately 40 years on a project. 

As one further precaution, it may be desirable to explore the need 
of providing special restrictions designed to preclude nonprofit spe- 
cial restrictions designed to preclude nonprofit organizations spon- 
soring projects for elderly persons from utilizing the projects as a 

75383—56——_15 
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means of obtaining excessive fees for management, administration, 
and legal services. 


LIBERALIZATION OF SECTION 221——-LOW-COST HOUSING FOR DISPLACED 
FAMILIES 


Section 106 of the bill is intended to make the FHA section 221 
program (the housing of displaced families) more workable by in- 
creasing the maximum amount of the mortgage from 95 to 100 percent 
and extending the maximum maturity of the mortgages from 30 to 40 
years. The mortgagor would be required to make an initial payment 
of only $200 in cash or its “equivalent.” This section would increase 
the maximum amount to $8,000, except that the FHA Commissioner 
may increase it to $10,000 in areas where cost levels so require. 

We recognize that the liberalization of this program is intended to 
meet the very serious and vexing problem of low-cost housing for 
families displaced by urban renewal and redevelopment action in 
communities which have workable programs for meeting their overall 
problems of slum and blight with Government aid. However, a 100- 
percent ratio of mortgage amount to value of low-cost single-family 
homes and multifamily projects would seem to place on the shoulders 
of the Government an extremely poor credit risk, especially if the 
dwelling units are not of substantial construction and design with 
some degree of guaranty of remaining in sound condition over the 
40-year mortgage period. 

Section 221 housing can only be insured if the community requests 
such aid and if the Housing and Home Finance Agency certifies a 
need for a prescribed number of units of such housing to relocate 


displaced families living in urban-renewal areas. Perhaps, therefore, 
some thought could be given to reducing the Government’s risk of 
100 percent insurance in this program by obtaining from municipali- 
ties and others some form of guaranty at the time they request section 
221 housing for their community. 


MILITARY HOUSING 


Section 108 of the bill would extend the present date of the Cape- 
hart housing program. This program is just getting started, so, 
obviously, there needs to be an extension of some type of the program. 

However, we are inclined to think that a reasonable cutoff date 


would better serve the need of Congress than extending the program 
indefinitely as proposed by the bill. 


SECTION 302——-URBAN-RENEWAL PROJECT 


One of the changes contemplated by section 302 (a) of the bill 
relates to the present requirement of the law that an urban-redevelop- 
ment area being assisted under title I must (with certain exceptions) 
either be predominantly residential to begin with or else be redeveloped 
for predominantly residential uses. It is stated that this requirement 
does not presently apply to the entire urban-renewal area, but only 
to areas which are to #8 cleared and redeveloped, and that under the 
amendment this requirement would be applicable to the urban-renewal 
area as a whole, including the portions which are to be rehabilitated. 
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This change may be undesirable from the standpoint of limiting the 
use of title I funds to achieve the basic intent of the Congress in the 
Housing Act of 1949—the improvement of housing conditions. If 
an entire urban-redevelopment area is used to meet the “predominantly 
residential” requirement, it is possible that title I funds might be 
requested for use on selected commercial areas within the urban- 
renewal area even though the commercial areas were to be redeveloped 
for commercial use. Thus, the sDeprrewns limitation on the amount of 
grants that may be used for predominantly nonresidential purposes 
might be circumvented. ; 

As an example, recently we reviewed a project which was receiving 
financial assistance under title I of the Housing Act of 1949 based 
on a finding by the local public agency that the area was a residential 
slum. Redevelopment of this area for predominantly nonresidential 
reuse was approved by the Urban Renewal Administration. How- 
ever, we found that only a portion of the area considered in making 
the predominantly residential determination was finally acquired with 
title I assistance; many residential parcels in this area were not ac- 
quired, cleared, or prepared with title I assistance. In fact, had not 
these unacquired residential parcels entered into the predominantly 
residential determination, nonresidential redevelopment of the project 
with title I assistance would have been prohibited. The Federal grant 
reserved for this project was approximately $1.2 million. These title 
I funds are to be used to clear a predominantly commercial area and 
return it to such use. 

We believe, therefore, that if it is the intent of Congress to use 
title I funds to improve housing conditions, except for specific ex- 


ceptions, that language be adopted to clearly and forcefully state this 
objective. 


URBAN RENEWAL IN DISASTER AREAS 


Section 305 of the bill would add a new section 111 to title I of the 
Housing Act of 1949, which would permit the Housing and Home 
Finance Administrator to extend urban renewal assistance where there 
is a need for redevelopment and rehabilitation as a result of flood and 
other disasters. It authorizes assistance to be given without regard 
to a number of requirements contained in title I. 

The desirability of including this proposed section with the urban 
renewal program of title I is a basic policy question for Congress. 
However, we suggest that the problems of slum clearance and urban 
renewal are sufficiently different from those which will be encountered 
is disaster area redevelopment and rehabilitation to warrant handling 
this proposed legislation as an entirely separate program. The state- 
ment “without regard to a number of requirements contained in title 
I” would seem to suggest many difficulties in the administration of a 
program under regulations prescribed primarily for a different type 
program. 

LIMITATION ON EXPENDITURE IN ANY ONE STATE 


Section 403 would change from 10 percent (42 U. S. C. 1421 (d)) 
to 15 percent the maximum portion of annual contributions and grant 
funds for public housing which may be expended within any one State. 
Only the State of New York is receiving nearly the maximum allow- 
able portion of annual contributions nermitted under the limitation. 
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We have no information on which to evaluate the effect of the pro- 
posed increase on the programs of other States. However, the records 
of the Public Housing Administration indicate that no State is near- 
ing the maximum 10 percent allowed for grants, and we perceive no 
reason why the percentage limitation with respect to grants needs 
to be changed at this time. 


LOW-RENT HOUSING FOR THE ELDERLY 


Section 404 of the bill would authorize the Public Housing Admin- 
istration to increase the present limitation of $1,750 per room ($2,500 
per room in the case of Alaska) on the cost of low-rent pans housing 
to $2,250 per room where units are designed specifically for elderly 
families. 

The Commissioner, however, is also authorized by the present pro- 
visions (42 U. S. C. 1415 (5)) to permit construction at $750 per 
room in excess of the above limitations. Thus, if the proposed amend- 
ment is adopted, the Commissioner could permit construction of units 
at $3,000 per room. 

It is recognized that the nature of housing units for elderly persons 
requires special features. Whether $3,000 per room is a reasonable 
allowance is a matter on which we have no special information. 


FARM-LABOR CAMPS 


Section 405 of the proposed bill would direct the Public Housing 
Administration to transfer farm-labor camps without monetary con- 
sideration to any public housing agency whose area of operation in- 


includes such a project. We recommend that the word “may” in line 
11 on page 24 of the bill be changed to “shall.” This change would 
require the Public Housing Administration to reserve to the Gov- 
ernment any mineral rights in or under the farm-labor camps when 
transferring such property to the eligible public housing agency. We 
understand that certain of the farm-labor camps are in fact presently 
under oil and gas leases and are providing income to the Public Hous- 
ing Administration. 

That concludes my statement, Mr. Chairman. 

Senator Sparkman. Thank you very much, Mr. Kane. 

Do you have anything to add? 

Mr. Detatorz. No, sir. 

Mr. Kane. I will be glad to answer any questions you have. 

Senator Sparkman. I think you have given us some very good 
suggestions, and I want you to know that we appreciate your pre- 
senting them to us. 

Mr. Kane. Weare glad to do it. 

Senator SparkMaN. We have received a number of letters and state- 
ments relating to various aspects of the bills before us. They will be 
inserted in the record, at the end of today’s hearings, together with 
any others that may be received before April 4, 1956. (See p. 270.) 

The subcommittee stands in recess until 1 : 30. 

(Whereupon, at 11:58 a. m., the subcommittee recessed, to recon- 
vene at 1:30 p. m., this date.) 
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AFTERNOON SESSION 


Senator Lenman. Senator Sparkman explained that he will be a 
little late in getting here, and I know that you have other engage- 
ments, Mr. Cole, so he has asked me to preside in his absence. 

I want to put two things into the record. I would like to have 
included in the record of the hearings a report submitted to Governor 
Averell Harriman from Jospeh P. McMurray, commissioner of the 
Division of Housing of the State of New York. 

It is a report on middle-income housing in New York State and 
sets forth the needs and difficulties of obtaining housing for middle- 
income groups. 

(The report referred to follows :) 


Report ON MippLEe-INCOME HousiIne In New YorK Strate, JANUARY 26, 1956 


A report to Gov. Averell Harriman on middle-income housing in New York State 
from Joseph P. McMurray, commissioner of housing 


INTRODUCTION 


The lack of housing for people of modest means, whose income is above the 
limits for subsidized low-rent housing but too low to afford available private 
dwellings, is generally recognized to be one of the most serious problems in the 
State, and particularly in New York City. This has been emphasized by you 
in your special message to the legislature last year on housing and community 
development, by the recent reports of Mayor Wagner’s committee for better 
housing, by news stories and editorial comment, and by the legislature and the 
people of the State by their recent approval of the Mitchell-Lama Limited Profit 
Housing Companies Act making available $50 million in low-interest, long-term 
loans for such housing. 

While the interest in this problem has been widespread, indeed, information 
and data on the nature and extent of the problem are very scarce. An attempt 
is made here to define briefly, but nevertheless more precisely than heretofore, 
the nature and extent of the problem in New York State, and also to describe 
more specifically what has been done about the problem to date and the various 
economic and fiscal tools which are available to help solve the problem. 

In addition to its accumulated knowledge and experience gained in the devel- 
opment and operation of the low-rent public-housing program, the division of 
housing has had long experience with supervising the erection and management 
of a series of middle-income housing projects built under the 1926 State housing 
law, and is in the process of working with sponsors of a number of new projects 
being planned under the 1955 Limited Profit Housing Companies Act. Out of 
this has come a body of knowledge as to construction costs, operating expenses, 
and the effect of various possible savings in construction, financing, and opera- 
tion which, by being set forth in layman’s language in this brief report, it is 
hoped will translate the widespread interest into positive action. The example 
of what private groups have successfully accomplished in this field may serve 
as an inspiration and stimulation for others to do likewise. 

Significant as the recent action by the legislature and the people was in 
enacting the Limited Profit Housing Companies Act, $50 million can serve only 
as a beginning in a middle-income housing construction program if it is intended 
to meet in any significant measure the actual need. Alone, it can finance only 
a little more than 4,000 dwellings. Even before the money was actually avail- 
able, preliminary applications had come in for projects whose total cost is over 
five times the entire sum available. It is the considered opinion of your com- 
missioner that additional -loan funds need to be authorized if we are to make 
reasonable headway in the solution of this problem. 

Because of this fact the division has been searching for ways of expanding 
middle-income housing production by exploring the possibilities of inducing 
private investors to finance such projects, either in joint participation withthe . 
State or independently. Of the nongovernmental funds which might be avail- 
able, the resources of foundations, savings banks, insurance companies, and the 
rapidly increasing reserves of union-management pension plans seem to represent 
promising sources. 
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This is the first report in a series designed not only to point up the problems 
and provide information but, by outlining the difficulties or roadblocks that exist 
in various approaches toward their solution, to suggest the possible ways and 
means of overcoming them, or the alternative solutions that may exist. We 
have, for example, in accordence with your request, been giving much time and 
study during the past year to the possible use of union pension funds for housing 
investment and within the near future we expect to have a report on that sub- 
ject in your hands. From time to time we plan to report to you on other possi- 
ble ways and means of solving our housing and redevelopment problems, and 
there is already in preparation a third report to you on cooperative housing. 


MIDDLE INCOME HOUSING NEED 


A large gap exists between the rentals for low-rent public housing and rent- 
controlled housing on the one hand, and the rentals required for unsubsidized 
new housing on the other. This gap is not being closed but is widening. To 
preserve New York’s vitality, housing must be provided for middle-income fami- 
lies, who make up the heart of the productive working forces of the State. 
To supply them with medium-rental housing used to be a profitable private busi- 
ness, but it is now a difficult and declining one. 

While the extent of the middle-income housing problem is obvious, substantia] 
study is required to set reasonably exact figures on the need for this type of 
housing. Certain factors will, however, illustrate the great need which exists 
for housing for families in this income group, particularly those living under 
substandard or overcrowded conditions. 

The census of 1950 showed about 732,000 New York State dwelling units di- 
lapidated or lacking adequate plumbing facilities. Large though this figure 
may appear, it actually understates the problem. Many areas, even though 
their dwellings might have the required plumbing, are so run down and comprise 
an environment so detrimental to adequate living that the inhabitants are held 
captive only because they have no alternative. 

The Federal title I slum-clearance areas in New York City are an example 
of the shortcomings of the census definition. If the 4 most substandard of these 
title I areas are considered, only 40 percent of the dwellings are dilapidated or 
lack adequate plumbing facilities ; yet these areas are considered generally sub- 
standard and unfit for decent living and are slated for demolition. 

While it is generally supposed that families occupying these substandard 
dwellings are only of low income and thus eligible for subsidized public housing, 
this is not actually the case. More than half of the families in this State who 
live in substandard housing are not eligible for public-housing projects under 
present income limitations. Demolition for public and private construction, sub- 
standard housing, overcrowding, and obsolesence are not ills which strike only 
at the very poor. The areas in which these conditions exist contain a substan- 
tial number of families in the middle-income group, who face an even greater 
prob'em of relocation than do the lower-income groups for whom subsidized 
public housing is available and for which they have legislative preference. 

On title I slum clearance sites in New York City, for example, surveys have 
shown almost half as many families in the middle-income range as in the group 
eligible for low-rent housing. These are the families who face the most serious 
problem of relocating, and who are being driven, slowly but inexorably, into 
the remaining slums and into areas which, because of overcrowding and improper 
maintenance of the property, are likely to become the slums of the future. 

It is estimated that the middle one-third of the families of New York State 
earn between $3,750 and $5,900 per year. These figures exclude one-person fami- 
lies. Of the 1,458,000 families in the State in this income group, an estimated 
140,000 live in units which are dilapidated or lack adequate plumbing facilities. 
These represent about 10 percent of all families in the middle-income group, 
and about 20 percent of all families in substandard housing. Such families can 
be expected to afford rents ranging from $52 to $82 per month, based on spend- 
ing one-sixth of their income on housing. On the basis of spending one-fifth, 
rents could then range from $63 to $98 per month. Yet little housing is being 
built at these rental levels, outside of the limited amount of no-cash-subsidy 
housing in New York City, which does not begin to meet the need. 

The magnitude of the existing need for middle-income housing is shown by 
the amount of money needed to provide decent housing for this group. Con- 
sidering only the 140,000 units which are dilapidated or lack proper plumbing 
and which are occupied by middle-income families, an expenditure of about $1.8 
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billion would be required. Yet it is obvious that the actual need for housing 
families in the middle-income group is far greater than merely the replacement 
of the 140,000 physically substandard units. 


COST FACTORS 


The shortage of new housing available to middle-income families is, of course, 
receiving increasing attention. Various studies have pointed out the gap be- 
tween public-housing income and rent levels on the one hand, and the lowest 
rents at Which any significant supply of ordinary private housing is being 
built on the other. In New York City, no significant supply of new rental 
units is available at below $35 per room per month, or approximately $120 for 
1-bedroom units and $150 for 2-bedrooms, gas and electricity included. If it is 
assumed that a family can spend 20 percent of its income for rent, this means 
that families would need minimum incomes of $7,200 and $9,000, respectively, 
to be able to afford such housing; if the more prevalent 6-to-1 income-to-rent 
ratio is taken, the respective incomes would be $8,640 and $10,800... This places 
it well above the paying capacity of even the upper limit of the middle-income 
group as defined above—$5,800 in New York City and $5,900 in New York State. 

The State division of housing has had rather extensive experience in the 
middle-income field, with a total of some 11,000 dwelling units already built 
in 13 cooperatives and 8 limited-dividend rental projects. Various studies have 
also been made in connection with the State’s new limited-profit housing pro- 
gram to work out the effects of lower interest rates, longer periods of amortiza- 
tion, and tax exemption on the monthly costs of the kinds of housing which can 
be built under this program. 

It has been found that in order to meet the needs of middle-income families, 
projects can be built with monthly costs—whether cooperative or rental— 
averaging between $18 and $22 per room per month, depending largely on loca- 
tion in the city or in the State. These result in monthly rentals per unit rang- 
ing between $63 for 1-bedroom units in lower cost areas to $99 for 2-bedroom 
units in higher cost areas—rentals which under the 5-to-1 income-to-rent ratio 
ean be afforded by families with annual incomes ranging between $3,780 and 
$5,950. This is very nearly the range estimated above for the middle third of 
New York State’s families, $3,750 to $5,900. 

These monthly costs per room can be achieved in various ways, using different 
combinations of long amortization, low interest rates, and tax exemption, as well 
as through limited construction profits, limited dividends on investment, and 
the special savings made possible by cooperative ownership. 


1. CONSTRUCTION COSTS 


Experience has shown that at present price and cost levels it is not realistic 
to assume that in most areas adequate housing for families in the middle-income 
group can be built for much less than $13,000 per dwelling unit. This cost, plus 
or minus $1,000, would apply, in typical cases, to free-standing houses in small 
cities, row houses in suburban areas of large cities, or elevator-type multifamily 
structures. Where slum clearance and redevelopment are involved, the excess 
land cost can either be written down, as in the Federal title I program,’ or com- 
pensated for by tax exemptions, as under the State redevelopment companies law. 
Assuming multifamily-type projects in less densely developed sections of urban 
areas, current costs have been found to run, depending on the city’s size, between 
$100 and $200 per room for land and between $2,700 and $2,850 per room for 
construction. Fireproof construction would add about 9 percent more. 

The above costs represent the results of many years of working closely with 
builders of limited dividend rental and cooperative housing projects to eliminate 


2 Housing economists generally accept 20 percent as the maximum proportion of income 
a moderate-income family can pay for rent, utilities included. During and since the war, 
however, incomes rose more rapidly than rent and in the $4,000 to $6,000 income range the 
actual percentage of income New York families in the State’s 6 metropolitan areas are 
paying ranged, according to the 1950 census, from 12.1 percent in the Binghamton area 
to 16.7 percent in Rochester. In the New York City area the ratio was 13.2 percent. 
Since the end of rent control in some of these areas, the ratio may have increased somewhat. 
For the purposes of this report, however, the 5-to-1 ratio is used as representing the 
maximum share of income that middle-income families can be expected to pay for rent. 

*The chairman of Mayor Wagner’s slum-clearance committee, Commissioner Robert | 
Moses, in his proposal of January 11, 1956, for union-sponsored housing cooperatives to 
be built on sites receiving title I writedowns and financed out of union-management pension 
funds, has opened up significant possibilities for the provision of middle-income housing. 
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excessive costs, and include profit margins of no more than 7% percent, which is 
the maximum permitted under the regulations of the State division of housing, 
Under these rules builders are required to split with the cooperative or renta] 
housing company any profits they make above 514 percent and to rebate all profits 
above 7% percent. 

It is quite possible that lower costs than these might be achieved by coopera- 
tive housing projects and other projects built by nonprofit housing companies, but 
even at these costs, advantageous mortgage terms and the financing and tax 
advantages permitted by State law make it possible to bring down the rents to 
levels which many middle-income families can afford. 


2. AMORTIZATION PERIOD 


It is obvious that increasing the number of years during which a mortgage is 
amortized decreases the annual mortgage payments and hence makes possible 
lower monthly rates. Against this must be weighed the greater total interest 
cost which results, and the normal life expectancy of the structure. The current 
trend is to amortize housing of the type suitable for middle-income families over 
a 40- or 50-year period,’ depending mostly on the type of construction. 

The effect of the longer amortization period on monthly costs can be seen from 
the following table, which shows the monthly princival and interest payments, 
at the rates shown, on an $11,700 (90 percent of $13,000) mortgage at 30, 40, and 
50 years. 


Monthly principal and interest payments 


Mortgage term (number of years) 
Interest rate 





This shows that a reduction of between $9 and $12 a month, depending on the 
interest rate, can be achieved by increasing the amortization period from 30 
years to 50 years. 


8. INTEREST RATE 


The total amount of interest paid, over a long period of years, frequently equals 
or exceeds the entire capital cost of a home or project. A reduction in the in- 
terest rate thus becomes of the greatest importance in getting the monthly costs 
or rentals down to the level a middle-income family can afford. The above table, 
in addition to showing the effect of lengthening the amortization period, also 
shows the effect of various interest rates. It shows that for a 50-year amortiza- 
tion period, an interest rate of 244 percent as compared with a rate of 5 percent, 
results in monthly savings of approximately $19; for a 40-year mortgage, the 
saving is $18; for 30 years, about $16. 

Taken together, the combined effect of longer amortization periods and lower 
interest rates can be seen from the difference between the monthly payments 
under a 30-year, 5-percent mortgage—$62.60—and a 50-year, 24%4-percent mort- 
gage—$34.28. This $28 a month difference, or $340 a year, alone can make it 
possible for families to afford housing who have incomes $1,700 a year less than 
those who could afford the same housing at the higher interest rate and shorter 
amortization period, if it is assumed that a family can spend one-fifth of its in- 
come for rent. At one-sixth the comparable figure is about $2,000. 


4. TAX EXEMPTIONS 


Various types of tax exemptions have been permitted from time to time under 
State law in order to encourage slum clearance or the building of housing meet- 
ing the needs of low- or moderate-income families. 


®In the Scandinavian countries and Holland it has not been uncommon to find mo 
ted States, mortgages 


written for 60 to 100 es Even in the Uni exists on many d- 


ings 50 to 100 years ol 
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The State limited-dividend housing companies law of 1926 gave exemption from 
State taxes and fees, and local tax exemption on increased value for not more 
than 50 years in return for a limitation on rents and restriction of dividends to 
6 percent. Under this legislation 21 projects with eleven 144 units were built, 
including Amalgamated, Hillside, Knickerbocker Village, Bell Park Gardens, 
and Electchester. 

The urban redevelopment corporations law, passed in 1941, permitted non- 
speculative investment opportunities in large-scale redevelopment projects con- 
forming to the msater plan of the city. The redevelopment corporation was 
empowered to condemn property if it had acquired 51 percent of the site other- 
wise, and was granted a 10-year local tax exemption on any increment of value 
it created. No housing was built under this law for a number of reasons, among 
which were the short period of tax exemption and land-acquisition difficulties. 

The State redevelopment companies law, went into effect in 1943, provided 
for investment in redevelopment projects by insuranee companies, and was later 
amended to include other sponsors. It extends tax exemption on increased value 
for not more than 25 years. Under these provisions the Metropolitan Life Insur- 
ance Co. built Stuyvesant Town and Riverton, and cooperative groups sponsored 
Hillman Houses, Corlears. Hook (ILLGWU. Village), and Queensview, among 
others. 

The Limited Profit Housing Companies Act, passed in 1955, permits the State 
or municipalities to lend to housing companies, including cooperatives up te 90 
percent of the cost of a project. It permits the granting of tax exemptions for 
30 years up to one-half a project’s total value. 

Increased rents resulting from surcharges on income over admission limits 
go to the municipality under this act, reducing the actual tax exemption. If 
incomes continue to rise as in the past, this means that in many cases the tax 
exemption would disappear before the time for its expiration arrives. Since 
1946, for example, national average weekly earnings in manufacturing have in- 
creased 74 percent, an average of 8 percent a year. An increase in a family’s 
income of approximately 15 percent over the maximum allowed for admission 
would, under the law, enable its rent to be raised sufficiently to cover the monthly 
tax exemption of approximately $3 per room. 

Tax exemption can be full or partial and can be for a shorter or longer period 
of years. If a large amount of housing is hoped for under a middle-income 
program, and the local community’s tax base is not to be unbalanced, tax exemp- 
tion should be used sparingly and only when necessary to bring rentals down to 
middle-income levels in conjunction with all other possible techniques of cost 
reduction. Often a partial exemption can still result in a considerable net addi- 
tion to the tax rolls if it enables housing to be built which would otherwise not 
have been constructed at all. In that case, taxes collected on the slum property 
that would have otherwise remained would have progressively decreased as the 
property deteriorated. In some situations, as in Manhattan, land values are 
so high that it is doubtful if any significant quantity of new housing can be built 
to rent at less than $50 a room a month without some kind of tax exemption, 

In any case, the city loses no existing tax revenues as a result of the exemption 
and is assured, when the period of exemption ends, of the full tax from the prop- 
erty. Without the impetus of tax exemption, this land might lie idle for years 
to come, since the sites used are ordinarily not in the most expensive neighbor- 
hoods or the most desirable built-up residential areas. 

There are already limited-dividend housing companies in New York City which 
were started a quarter of a century ago and which are full taxpayers today. 
Among these are Amalgamated Dwellings, Hillside, Knickerbocker Village, and 
9 of the 14 buildings of Amalgamated Housing, which will pay full taxes and 
provide good housing for many years to come. 

It is estimated that in the-case of typical kinds of middle-income rental hous- 
ing in New York State, local taxes amount to from $5 to $8 per room per month 
or from $20 to $40 per apartment per month. In the case of individual homes, 
taxes for a $13,000 house usually amount to between $200 and $400 a year, de- 
pending on the locality involved. The savings in monthly costs resulting from 
various degrees of tax exemption are shown below. 
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Monthly savings per dwelling unit 


Annual taxes 
Tax exemption 
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This shows that a 40-percent tax exemption, for example, would reduce the 
monthly cost of a typical 4%4-room apartment between $10 and $14 a month; 
in New York City the reduction on a 5%-room unit could be as high as $16 
or $17. Full tax reduction for typical units would range from $25 to $35 or 
more a month. 


5. LIMITED PROFITS AND LIMITED DIVIDENDS 


Another way in which the State program brings rentals or monthly housing 
costs down within the paying ability of middle-income families is by limiting 
the profits and dividends which builders and owners receive from the housing 
they build and operate. In exchange for the privilege of tax exemption and— 
under the Limited Profit Housing Companies Act—of low-interest, long-term 
loans from the State, builders agree to limit their construction profits and ac- 
cept a certain amount of State supervision. The plans and specifications of 
the project and its estimated costs have to be approved by your commissioner ; 
a State inspector is constantly on the site during construction ; the setup of the 
owning corporation of the rental or cooperative project has to be approved; a 
representative of your Commissioner is a member of each board of directors; 
expenditures other than minor routine items must secure your Commissioner’s 
approval; schedules of rent or carrying charges must be agreed to in advance 
and cannot be changed without the State’s approval; tenant applications (or 
memberships, in the case of cooperatives) are reviewed to determine that they 
comply with the requirements of the law as to income, family composition, credit 
standing, and nondiscrimination. 

The supervision of the State serves to protect tenants in many ways, but from 
a cost point of view it is exercised primarily in two ways: 

(a) The builder’s books are audited by the State to determine the profits 
realized on the construction job. He is allowed 3.77 percent for overhead and 
5144 percent profit. To encourage the builder to save on his contract, he is 
allowed to keep half of any additional profit until he has realized 744 percent 
but must rebate the other half to the rental housing company or the cooperative, 
as the case may be; all profits above 7% percent are returned to the rental com- 
pany or co-op. Thus excessive profits are made impossible. 

(b) The housing company is not permitted by law to earn more than 6 percent 
on its equity. In the case of limited dividend rental housing built at today’s 
costs, the investment is usually about $1,300 per apartment. This means that 
when all costs are subtracted from rental income—amortization, interest, main- 
tenance, operations, utilities, reserves, taxes, etec—the maximum profit per 
apartment which the housing company can take is $78 a year or $6.50 per month. 

In addition, the State’s supervision does much to insure the quality of con- 
struction, with resulting savings in future maintenance. 


6. INCOME-TAX BENEFITS 


Two kinds of income-tax benefits are enjoyed by members of cooperative hous- 
ing companies which are not found in limited dividend or limited profit rental 
projects. The personal income-tax savings enjoyed by members of cooperatives 
are the same as those granted to owners of other private homes since, in effect, 
each cooperator is the owner of his dwelling. 

(a) Savings in corporate income tares.—Limited dividend or limited profit 
housing companies are private enterprise and as such pay Federal income taxes 
on their earnings. Since their 6 percent maximum dividends are computed after 
taxes, this of course, means that the amount of the Federal income taxes must be 
included in the rents. At present levels of taxation the amount of Federal cor- 





HOUSING AMENDMENTS OF 1956 223 


porate income tax can equal up to about half the profit before taxes. In the 
case of a nonprofit cooperative, since no profit is made, no Federal income tax 
is payable. Thus a saving of $2.79 or more a month per apartment is made 
by the members, in addition to the maximum $6.50 per month dividend per- 
mitted to housing companies.“ Part of this $9.29 a month saving, of course, 
represents the interest on the members’ own equity. 

(b) Savings in individual income taxres.—Cooperative housing is a form of 
home ownership, and members of a co-op are entitled to deduct from their 
taxable income that portion of the monthly carrying charges which comprises 
interest and taxes. The amount actually saved will, of course, vary with the 
family’s composition and income. The amount deductible from taxable income 
will also vary, but the approximate range of possible savings under different 
conditions can be seen from the following table: 





| Ay : 
| Low saving | _—_ S8V-! High saving 
| 





$240 
Interest on $11,700 m 
tion)... ; , 344 | 344 344 
Total deductible from taxable income.--__________.._.-- 464 | 


Annual taxes (assuming 60 percent of full property taxes) $120 | $180 


524 584 
Pamnily SRR nntcaihoonséatnaiin<eaanes - $4, 000 $5, 000 $6, 000 
Number of exemptions_____-.-.....-- ‘cedee- ee ne 4 4 
Tax rate on deducted items___....................... percent 20 22 22 
Actual savings per year. _- iain stliniinags $92. 80 $115, 28 $128. 48 
Savings per month per unit......-..-..-...--..-.-...-... . $7.7. $9. 61 $10. 71 


These savings assume that the family itemizes other allowable deductible ex- 
penses equal to 10 percent of its income, since in taking deductions for taxes 
and interest it loses the automatic 10-percent deduction. If the family has less 
than 10 percent other deductible items, its savings, as shown above, are reduced 
accordingly. 


7. TOTAL SAVINGS 


The total savings in any one project will vary greatly, of course, depending on 
the actual mortgage terms, interest rate paid, tax savings, and other items, 
Efficient management, tenant maintenance, and many other possible cost factors 
are in the picture in addition to the ones listed above. 

Reduction of maintenance costs by having tenants or members of a housing 
cooperative do their own interior painting and minor repairs has been attempted 
in a number of housing projects ; additional study is needed as to the actual sav- 
ings effected by this practice. 

A summary of the possible cost savings discussed so far may be in order, 
however, to show how it has been found possible under State middle-income 
housing programs to bring rents and monthly carrying costs down within the 
means of the middle-income group. Two hypothetical examples are described on 
the following page—one, a limited profit rental project, the other a nonprofit 
cooperative project, both under the Limited Profit Housing Companies Act— 
assuming a cost of $13,000 per dwelling unit in both cases: 


‘Based on the assumption of a 30-percent corporate income tax. Legislation has been 
proposed under which the amount of corporate tax could be reduced, in this example, to 
$0.28. This would be done by issuing debentures for 90 percent of the equity, so that only 
10 pereent of the equity is subject to corporate income taxes. 
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Monthly savings per dwelling unit under the Limited Profit Housing Companies 
Act 





Monthly cost reduction, 3 percent mortgage at 50 years instead of 5 percent at 30 
years 
Loc: al tax ee of 40 percent (assuming $350 per year full taxes)... ._.- 


Total monthly savings 
Personal income tax saved 
Less interest on $1,300 investment at 3 percent. 


Net savings per month 





1 See astehieh footnote, which indicates that this item might be reduced to $0.28. This would reduce 
the net additional savings by cooperatives as compared with rental projects from $15.65 to $13.14. 
? Average 


8. MONTHLY COSTS 


With the various savings shown above, it is estimated that housing can be 
built to meet the needs of middle-income families under the State’s Limited 
Profit Housing Companies Act. Following are examples of how rents or 
carrying charges for such housing are expected to be arrived at under this 
program. 


Monthly cost per room under the Limited Profit Housing Companies Act 





| Rental 
housing 


Amortization and interest, assuming a cost per 444-room dwelling unit of | 
$13,000 including land, and a 50-year, 3-percent loan of 90 percent ($11, ed 
Mainteance and operating expenses | 

Replacement reserve ! 

Return on equity at 6 percent 
Federal taxes on equity earnings 
Loca] taxes (60 percent of full taxes) 
3 percent contingency reserve 3_ 


Cooperative 


Total costs per room 





= Sree for replacement of refrigerators, stoves and any building equipment such as elevators and 
ilers. 


2 See footnote, previous table. Taxes on new basis would be $0.06. 
§ Provides for vacancy loss and for any unforeseen contingencies. 


In the case of the cooperative, a personal income-tax saving varying between 
$1.72 and $2.36 per room per month, depending on income and family size, can 
be deducted from the figure shown, bringing the actual monthly costs of a 
cooperative down to as low as $17.17 per room per month. Thus, the benefits 
of homeownership can be made available to a group of families whose incomes 
are limited and who find through cooperatives their only opportunity to own a 
home. 

The monthly savings discussed above do not, of course, include the savings 
arising out of the limited profit or nonprofit nature of the undertaking and, 
therefore, do not reflect the savings resulting from the elimination of specula- 
tive land values, excessive profits, windfalls, and the like sometimes found in 
non-State-supervised housing. The monthly costs of $20 to $22 per room for 
cooperative or rental units built under the State’s limited profit formula contrast 
with rents of $35 per room and up for comparable speculatively built new 
private housing. Part of the difference arises out of the savings made possible 
by low interest rates, long amortization, and partial tax exemptions. Part 
results from lower profits and, in the case of cooperatives, no return on the 





HOUSING AMENDMENTS OF 1956 225 


owners’ equity. In the case of cooperatives, additional advantages arise out of 
income-tax savings. The end result in either case is housing which middle-income 
families can afford. 


WHAT HAS BEEN DONE IN NEW YORK MIDDLE-INCOME HOUSING? 


In 1926, under the leadership of Gov. Alfred E. Smith, the New York State 
Legislature authorized the creation of limited-dividend housing companies to 
be supervised by the State. To keep rents low there was a restriction of divi- 
dends to 6 percent and the new law gave permission to municipalities to grant 
these housing companies exemption from taxes on the buildings erected on the 
site, for up to 50 years. Housing companies could also obtain the aid of eminent 
domain in assembling land, 

Since 1926, 11,144 apartments in 21 projects have been completed under these 
limited-dividend provisions. Eight of these are rental projects, and 13 are 
cooperatives. 

The first of the State’s limited-dividend projects dates back to 1926-27 when 
the first 318 dwellings of the 1,433-unit Amalgamated Housing Corp. were com- 
pleted in the Bronx under the sponsorship of the Amalgamated Clothing Workers’ 
Union. 

The early Amalgamated projects were occupied only a few years before the 
great depression struck, bringing in its wake a wave of real-estate foreclosures. 
The Amalgamated projects survived without refinancing or loss to any cooper- 
ator-tenants, thus establishing the soundness of their financial structures. This 
record has proved a sound precedent for further labor-sponsored cooperatives 
in New York City as well as a guidepost for cooperative developments in other 
parts of the country. 

Average monthly rents in limited-dividend housing projects built before World 
War II were under $12 per room. 

No new projects were developed under this phase of the law from 1935 to 1947, 
when a program of cooperatively owned projects was set up. Limitations on 
builders’ profits were set at 5% to 7%4 percent. The first of these postwar 
developments completed was Lell Park Gardens in Queens, an all-veteran coop 
erative. Downpayments averaged $240 per room and monthly carrying charges 
$14.09 including financing costs, heat, repair, and maintenance costs, and 
replacements. 
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New York State’s limited dividend housing program 


RENTAL PROJECTS 


Academy Houses, Bronx 

Boulevard Gardens, Queens 

Brooklyn Gardens, Brooklyn 
Do 


Hillside Housing, Bronx 

Knickerbocker Village, Manhattan _- 

Manhattan Housing Corp., Manhat- 
tan. 

Stanton Homes, Manhattan__.......- | 


Total, rental projects 2. _........|. 


COOPERATIVES | 


Amalgamated Dwellings, Manhattan_| 
Amalgamated Housing, Bronx 


Farband Housing, Bronx. . 
Bell Park Gardens, Queens- 
Electchester-1, Queens 
Electchester-2, Queens___-- 
Electchester-3A, Queens 
Electchester-3B, Queens 
Electchester-4, Queens 

Bell Park Manor, Queens 
Bell Park Terrace, Queens 
Harry Silver Apartments, Brooklyn. - 
Ridgewood Gardens, Queens_- 


Total, cooperative projects 


Total program. - 


| Excludes utilities. These rents are subject to revision due to possible future changes in costs of main- 


tenance, taxes, etc. 


Date completed 


i 
| 
| 


July 1931 
October 1935. - - 
July 1929 | 
September 1930 | 
to August 1932. 
September 1935 
December 1934 


August 1931____.} 


January 1931... 


November 1930- 


| December 1927 


to August 1951. 


| November 1928 
| January 1950 


October 1953 _-_| 
March 1955... - 


| May 1953 __- 


June 1954_-. 


| October 1954_- 


October 1951 __- | 
| 


Num- 
ber 
dwel- 
ling 
units 


1 
i 
| 
| 
| 
| 
| 
| 
| 


Estimated 
total de- 


velopment | 


cost 


. 108, 660 
3, 718, 781 
754, 004 
521, 936 


, 647, 941 
, 224, 500 
234, 096 


264, 438 
474, 356 


| | Rent 
| Esti- | or 
mated | Down- charges 
cost pay- per 
per | ment | room 
room | per 
| month! 


$1, 108 | 
867 | 
975 
890 


979 | 
1, 038 
991 











236 | 
1, 433 | 





| 6,330 
11, 144 


1, 445, 660 
312, 256, 661 


702, 983 
, 513, 394 
3, 922, 171 


8, 167, 400 | 


, 370, 940 
4, 450, 883 
4, 068, 500 


8, 639, 233 | 


3, 048, 761 


3,956, 133 | 


62, 542, 719 | 


85, 017,075 


1,212 | 492 
1,983 |500-650 


1, 240 
1, 824 | 
2 200 
2 308 
2) 438 | 
2,313 | 
2) 386 
1, 960 | 


2, 214 
2, 269 | 
| 


457 
243 
470 
350 
350 
350 
470 


250 | 
358 | 





2,687 





2 In addition, a 95-unit rental project, Stuyvesant Housing Corp., was demolished in 1947 to make way 


for Stuyvesant Town. 


2 Includes cost of powerplant and its equipment and garage. 


sell Park Gardens established a working laboratory, showing what the State 


could do with the help of organized labor, veterans’ groups, and others. 


It 


demonstrated what homebuilding costs actually are and showed how good homes 
san be provided by private enterprise for lower middle-income families at prices 
and rents they can afford. A dividend of over $500,000 was rebated to the 
cooperators from the savings in construction costs. 

The largest proportion of the State’s postwar limited dividend program con- 
sists of the five housing companies making up Electchester. This project, spon- 
sored by Local No. 3 of the International Brotherhood of Electrical Workers 
together with the electrical contractors acting through the joint industry board, 
was financed with union pension funds. The downpayments in this 2,225-unit 
development average between $350 and $470 per room, with monthly carrying 
charges, excluding utilities, from $14.64 to $16.72. 

Limited dividend housing projects were privately financed and did not receive 
funds from the State. The money for development came entirely from private 
investors. For a limited period, 20 years in the early projects and 30 years in 
the later ones, the buildings were exempted from taxes. After that period, 
they will be returned to the tax rolls.° But the land is taxed at its full value 
from the beginning, and all assessments other than the general property tax are 


levied against these projects in exactly the same way as against other privately 
owned housing. 


® Nine of the 21 projects and 9 out of 14 buildings in a 10th have already been returned 


to the tax rolls and are paying full taxes. Within the next year, another of these projects 
will begin to pay full taxes. 
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Under the 1943 redevelopment companies law, two of the most widely acclaimed 
redevelopment projects are Stuyvesant Town and Riverton, both built by the 
Metropolitan Life Insurance Co. These two projects, which have replaced exten- 
sive blighted areas in New York City, now accommodate approximately 10,000 
families in modern apartments. Two other projects more recently constructed 
under this law are Hillman Houses and Queensview Houses, both cooperatives. 
The former, comprising 808 dwelling units, was sponsored by the Amalgamated 
Clothing Workers of America; the latter, comprising 728 dwelling units, was 
sponsored by Joint Queensview Housing Enterprises, Inc., a nonprofit corpora- 
tion with a board of distinguished citizens. A fifth such project, Corlears Hook, 
with 1,668 dwellings, sponsored by the International Ladies Garment Workers’ 
Union and financed with a $15 million loan largely from the union’s pension 
fund reserves, has just been completed. Downpayments in the latter average 
$625 per room and monthly carrying charges, $17. 

Almost all the existing housing cooperatives in New York City are affiliated 
with the United Housing Foundation, a nonprofit organization incorporated in 
1950 to promote moderate-cost housing on a cooperative basis. Its member 
projects, when completed, will house 10,329 middle-income families. 


THE LIMITED PROFIT HOUSING COMPANIES ACT 


The increasing recognition of the middle-income problem, and the successful 
completion of a number of projects designed to meet the needs of people in this 
group, culminated in 1955 with passage by the legislature and approval by the 
electorate in November of the Limited Profit Housing Companies Act. 

The chief departure from the earlier limited dividend housing companies law 
is the new law’s provision for loans by either the State or a city to the housing 
company. Such loans may be as much as 90 percent of the total actual costs. 
Loans are to be secured by first mortgages. An equity of at least 10 percent 
must be provided by the rental housing company or cooperative. The return on 
such equity may not exceed 6 percent. 

This law authorizes the creation of privately sponsored and developed housing 
companies under public supervision. These companies may take two forms: 
those which build and manage rental properties, and those which build and 
manage housing cooperatives. The law contemplates participation by certain 
groups, such as labor unions, veterans organizations, foundations, and banks, but 
any three persons who are approved by your commissioner of housing may 
organize such a company. 

The corporations which may participate in the organization of such companies 
may also participate in the first mortgage with the State or municipality, al- 
though such participation is not limited to those who took part in the organiza- 
tion of such companies. 

Where the State makes the loan, your commissioner of housing exercises full 
jurisdiction over the development and operation of the project and the company, 
similar to that now exercised by him over limited dividend housing companies 
and their projects. Where the loan is made by the city, supervisory powers are, 
in general, vested in the municipal comptroller, except that your commissioner 
must consent to the incorporation of the company and must approve the financing 
plan and structure thereof. He also has power to investigate the development 
and management of the project and to audit the books. 

In the case of State loans, your commissioner is required to make findings 
as to need similar to those now required for low-rent (i. e. State-aided public 
housing) projects. The State loan is to be made at rates similar to those paid 
by the State for its money, plus a proportion of the cost of borrowing. Thus the 
interest to be paid on the public money in a mortgage would depend on the 
market for municipal or State bonds. 

The purpose of this law is to provide housing for persons in the lower middle- 
income groups for whom private enterprise is not providing an adequate supply 
of suitable housing at prices or rents they can afford, and whose incomes are 
aboye the public housing limits. The annual income of the chief wage earner, 
plus a proportion of that of employed minors, cannot exceed 6 times the rent 
or, in the case of families with 3 or more dependents, 7 times the rent. Should 
the income of a tenant in a rental project exceed these ratios, up to 25 percent 
surcharges are provided for, but hardship cases may remain in occupancy, with 
your commissioner’s consent, until their income is 50 percent in excess. No 
cooperator can be required to move unless his equity is fully reimbursed... Sur- 
charges paid by overincome tenants are to be turned over to the municipality in 
lien of taxes, 
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A municipality may exempt from local property taxes a portion of the value 
of either rental or cooperative projects built under the law, so that the company 
pays 50 percent or more of full taxes or the taxes being paid at the time the 
site was acquired, whichever is higher. 

The law provided for a fund of $50 million to be used by the State for loans, 
which was approved by the people of the State in a referendum conducted 
during the 1955 general election. 

Your commissioner is optimistic that finally some reasonable progress will 
be made in filling the gap in our housing supply for our middle-income families, 
now that there is at hand more knowledge and experience and there is a clearer 
understanding of the problem and the specific ways and means of reducing rents 
and housing costs. From this should come additional private and public financ- 
ing, and an expansion of the various programs described above. 

With good housing available to these groups, the State, city, and other local 
governing bodies will find that social gains will occur which not only reduce the 
cost of governmental services but, more significantly, result in happier, healthier, 
more useful, and more productive citizens. 


Senator Lenman. Last year I directed an inquiry to Mr. Cole re- 
questing information concerning the responsibility of the Federal 
Government for providing adequate housing for minority groups. I 
received a reply on February 2, 1956, to my inquiries, and I believe 
it would be useful for the record of the committee if this correspond- 
ence was made part of the record. 

(The correspondence referred to follows :) 


UNITED States SENATE, 


Washington, D. C., November 17, 1955. 
Mr. ArpertT M. Core, 


Housing and Home Finance Administrator, 
Washington, D. C. 

Dear Mr. CoLe: On September 6, 1955, my executive assistant, Mr. Julius C. C. 
Edelstein, wrote you concerning certain questions which had arisen in our office 
relative to the responsibility of the Federal Government for providing adequate 
housing for minority groups. 

In his letter, Mr. Edelstein asked if you would send me, for my own use, 
full documentation of the efforts of the Housing and Home Finance Adminis- 
tration to develop programs designed to assure to minority groups equal access 
to the programs administered by your Agency. He further requested your own 
views as to the proper functioning of the special staffs in the Agency which are 
directly responsible for racial relations and minority groups. 

I realize it would take some time to gather together this material and that 
you have many demands upon your time and energy. Nevertheless, I hope you 
will be able to furnish us with this material within the next week or 10 days 
as I am desirous of giving some time to the study of this matter before the open- 
ing of the next session of the Congress. 

Yours very sincerely, 
Hersert H. LEHMAN, 
United States Senator. 


Hovusine AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 


Washington, D. C., February 2, 1956. 
Hon. Hersert H. LEHMAN, 


United States Senate, 
Washington, D. C. 

Dear Senator LEHMAN: You have requested an account of the efforts of the 
Housing and Home Finance Agency in the field of housing for racial minority 
groups, together with an expression of my views as to the functions of our 
special racial relations staff. 

The current Presidential directive in this area was a prominent feature of 
the total housing and community development program proposed to Congress 
in 1954. The President said: 

“The administrative policies governing the operations of the several housing 
agencies must be, and they will be, materially strengthened and augmented in 
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order to assure equal opportunity for all our citizens to acquire, within their 
means, good and well-located homes. We shall take steps to insure that families 
of minority groups displaced by urban redevelopment operations have a fair 
opportunity to acquire adequate housing; we shall prevent the dislocation of 
such families through the misuse of slum-clearance programs, and we shall en- 
courage adequate mortgage financing for the construction of new housing for 
such families on good, well-located sites.” 

Before recounting the various actions we have taken under this directive, I 
think it is important to state certain broad principles governing the formula- 
tion and administration of housing programs in a free enterprise economy. If 
we are to attain within the foreseeable future the objective of a decent living 
environment for every American family, we must devise our programs so that 
they serve the interests of the individual, the group, the community, and the 
whole economy. Unless this broad perspective is maintained, our efforts will 
have little prospect of success. 

I have often stated that I shall use every appropriate influence at my command 
to create new standard housing and to improve access to the existing supply of 
good, housing for racial minorities. Since there is no machinery by which the 
Federal Government can compel builders or owners of property to sell or rent to 
any individual, or to build or sell or rent at all if they do not choose to do sce, 
it seems to me that Government’s proper role necessarily becomes one of en- 
couragement, guidance, and support of the efforts of community leadership, 
industry, and the consumer, 

In speeches, conferences, interviews, and the day-to-day conduct of business, 
the Commissioners of the constituent agencies and I have exerted and maintained 
strong pressure and persuasion on the leaders of private industry and finance 
to arouse them to their obligations and their opportunities in the minority-group 
market. We have been highly encouraged by their responses, and believe there 
have been material results at the consumer level. 


MORTGAGE INSURANCE 


In July 1954, for example, the FHA Commissioner notified the National Asso- 
ciation of Home Builders of his intention to reinforce FHA support of housing 


for minorities (with special emphasis on the development of demonstration open 
occupancy projects in suitable key areas), and outlined his specific plans for 
doing so. In March 1955, he instructed the directors of his field offices as 
follows: 

“Every FHA director has been alerted to the urgent housing needs of members 
of minority groups. Your role in seeing that these needs are met commen- 
surate with effective market demand has been stressed in many messages and 
instructions during the past year. 

“Now I want to be even more specific—even more forceful in urging every 
FHA office to make the adequate housing of minorities a program of prime 
importance. * * * 

“In my opinion everything is favorable for the FHA to make real headway in 
the adequate housing of families among minority groups. Here are some specific 
steps I want every FHA Director to take at once. 

“1. Hold a staff meeting of all employees and explain the work of the 
FHA in relation to providing adequate housing available to members of 
minority groups commensurate with their effective market demand and 
requirements, locality by locality. Our job calls for positive action and 
teamwork on the part of our entire staff—each employee, even though he 
may not have a direct responsibility for developing such housing, has com- 
munity contacts through which he should reflect the policy of the FHA and 
give impetus to program. In the orienting of field office staff, special em- 
phasis should again be given to the “Message from FHA Commissioner to 
be read by Insuring Office Directors at NAHB Local Meetings Relating to 
Providing Homes Available to Minorities,” dated July 16, 1954. 

“2. FHA employees should be given a thorough understanding of the 
voluntary home mortgage credit program so that they can be of assistance in 
helping individuals secure financing. 

“8. The National Association of Home Builders has pledged its support 
of minority groups. If there are members of minority groups in the area 
having difficulties in securing adequate housing, they should be put in touch 
with the head of the local association of home builders. 


75333—56——16 





230 HOUSING AMENDMENTS OF 1956 


“4. The Mortgage Bankers Association has issued a policy statement to 
support the program. The president or head of the local association should 
be called upon for assistance whenever necessary. 

“5. Where further assistance is needed to overcome difficulties in acquiring 
good sites, the interested parties should be put in touch with the heads of 
the local boards respectively of the National Association of Real Estate 
Boards and the National Association of Real Estate Brokers. 

“6. The services of our market analysts and land planners should be fully 
utilized in developing adequate housing available to minorities commen- 
surate with the effective market demand and requirements. 

“7, In order to facilitate the fullest and soundest potential development 
of such housing and thereby lessen the rise of difficulties, the fullest possible 
use of the advice and assistance of our regional racial relations officers 
should be employed at every step of the way. 

“8. For further assistance as needed, Directors should call upon their 
regional director and Dr. George W. Snowden, my adviser on housing avail- 
able to minority groups. 

“FHA’s record of helping Americans get good housing is outstanding. I call 
this program to your attention to reemphasize to you the very special help you 
in FHA give to minority groups.” 

I am now informed that this program was followed up recently and that the 
Directors generally have reported their staffs’ enthusiastic acceptance of it. 
The followup will be a continuing one. Formal reports of results have recently 
been requested and 50 have been received, out of the total of 76 to be submitted. 
These are in process of analysis by Mr. Mason’s staff and I understand that 
many of those reviewed so far are highly encouraging. 

Other FHA actions in recent years to expand the production of housing for 
minorities have included: 

Housing market studies of demand and supply among racial minorities —In 
1953, a program of studies was initiated covering specific local housing market 
areas throughout the country. By December 1, 1955, a total of 91 studies dealing 
in whole or in significant part with housing requirements and market demands of 
minority groups had been completed. 

Case studies of minority group housing experiences.—A series of case studies 
of housing production and distribution experiences relating to minority groups 
has been prepared for release through trade magazines and other channels 
available to builders, financing institutions and the general public in order to 
illustrate the soundness of the minority group segment of the housing market 
and the approaches taken in selected communities to meet the need reflected 
therein. 

Special efforts to improve areas of nonwhites to the existing housing supply.— 
In metropolitan areas, such as Detroit and Kansas City, experiencing significant 
inmigration of nonwhites, FHA has devoted intensive effort to the education of 
both nonwhite and white brokers in recognizing and grasping their opportunities 
in serving the demand of minority group families for existing dwellngs. Their 
reactons have in general been highly encouraging. 

Before turning to other programs, I want to emphasize that the leaders of the 
building and lending industries, with whom we are in constant contact in the 
course of day-to-day operations, have reacted cooperatively and energetically 
to our continuous emphasis on housing for minority group families, and they are 
giving special and substantial effort to its production. The National Association 
of Home Builders has established national and regional committees to stimulate 
its membership to provide minority group housing, and has distributed a minority 
housing kit with a packaged program and agenda for local meetings. The Mort- 
gage Bankers Association has taken similar action, and FHA personnel have 
assisted both associations in these undertakings and have contributed to their 
trade publications. I am convinced that the efforts of these leaders on a national 
scale are being reflected locally in an increasingly substantial volume of produc- 
tion of housing for these families. 


MORTGAGE FUNDS 


The voluntary home mortgage credit program has placed a total of 6,982 loans 
through October 1955, virtually all of them in a 6-month period. Of these loans, 
1,001 (502 FHA and 499 VA) were for housing specifically for members of minor- 
ity groups. The extent to which the remaining 5,981 were for minority housing is 
unknown. In view of the newness of this program these figures are outstanding. 
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URBAN RENEWAL 


You will probably recall that the Urban Renewal Administration’s racial 
policy regarding renewal projects is that where the execution of a project will 
result in a reduction of the supply of housing available to minorities in a 
community, it must be shown that a supply of suitable housing compensating 
for this reduction is assured. ‘There must also be consultation with repre- 
sentative leadership of the minority groups. 

The Urban Renewal Administration has strengthened the requirements it 
imposes on local public agencies for relocating displaced slum families in decent 
housing. These agencies are required to maintain family relocation services 
to find housing for the displaced families, but many families relocate them- 
selves without using the service. So far as possible such families have been 
traced in order to make certain that they are housed in standard units. During 
the last 2 years new procedures have reduced the percentage of families which 
cannot be traced from 25 percent of total families moved from project sites 
(March 1954) to 15 percent (September 1955). Furthermore, the agencies are 
now required not only to trace the families but to inspect accommodations 
procured by them, to classify the units as standard or substandard, and, in 
the case of the substandard ones, to continue their referral services to the 
families and make every effort to get them into decent housing. Half of the 
1504 units of housing for relocation for which private financing has been 
authorized under section 221 of the National Housing Act are intended for 
minority group occupancy. 

All contracts and instruments for sale or lease of land approved by URA 
prohibit the execution of instruments restricting the sale, lease, or occupancy 
of the land upon the basis of race. 


LOW-RENT PUBLIC HOUSING 


As you know, the Public Housing Administration’s policy is that programs 
must reflect equitable provision for eligible families of all races determined 
on the approximate volume and urgency of their respective needs, and that 
additional public housing for white families will not be assisted in communi- 
ties which are found to be neglecting the needs of their racial minorities. Under 
the Housing Act of 1954, the smal! program authorized was base entirely upon 
the needs of families displaced by slum clearance and other governmental 
action. In allocating the units authorized by the 1955 amendments to localities, 
priority was administratively established for cities with relocation needs and 
cities needing the housing to provide a greater degree of racial equity in the 
housing supply for low-income families. In all public housing first preference 
for occupancy goes to families displaced from slum housing. Since racial 
minorities constitute a high proportion of slum dwellers, these circumstances 
orient the low-rent program significantly to serve their needs. While the selec- 
tion of tenants and assignment of dwelling units are primarily matters for 
local determination, local housing authorities are encouraged to admit tenants 
without regard to racial considerations. In 1953 PHA published a bulletin 
on the subject for the guidance of interested local authorities. 


RACIAL RELATIONS PERSONNEL 


My Racial Relations Service is headed by an assistant to me, who advises me 
on Agency policy and practice affecting racial minorities and their housing 
opportunities; consults and advises with program officials of my staff and the 
constituent agencies with respect to the racial minority aspects and problems of 
their program activities; collaborates in the planning and execution of housing 
studies, surveys, and reports to delineate minority group implications, and in 
the appraisal and dissemination of relevant findings, conclusions, and recom- 
mendations embodying such data and information; consults and advises with 
realtors, lenders, developers, planning bodies, local public agencies, city officials, 
redevelopment agencies, cooperatives, civic associations, and other groups with 
respect to meeting the housing needs of racial minorities; encourages private 
industry and finance groups in studying the potentialities of racial minority mar- 
kets; collaborates with racial relations personnel in constituent agencies to 
maintain consistency of policies and operations; maintains liaison with minority 
groups and other interested organizations and leaders in connection with housing 
needs and problems; and assembles, analyzes, and evaluates information regard- 
ing problems of minority groups. 
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The FHA, URA, and PHA Commissioners have similar staffs, which are, how- 
ever, more directly involved in the operation of programs in the field. In Decem- 
ber 1954 I established a Racial Relations Coordination Committee, consisting of 
the assistant to the Administrator and the principal racial relations advisers of 
the constituent agencies. I find that these staffs now function effectively along 
the lines I have described. In view of the interest you have expressed as to their 
role in training programs for Agency personnel, I should mention as an example 
the prominent part played by the FHA minority group housing adviser in devel- 
oping and following up the FHA Commissioner’s program described in detail 
above. 

The total professional staff for racial relations numbers 25. Three are in my 
immediate office, 1 is in the Urban Renewal Administration, FHA has 1 at head- 
quarters and 10 in the field, and PHA has 5 at headquarters and 5 in the field. 

I trust that this information will be adequate for your purposes. 

Sincerely yours, 
Frank J. MEISTRELL, 
Acting Administrator. 

Senator Lenman. I am going to read a brief statement. Then I am 
going to ask you some questions, Mr. Cole. 

It is not my purpose to labor the question of housing needs, but 
reviewing the record of hearings before this committee, I find the 
question arising again and again. Those who favor a total approach 
to housing, which includes a substantial program of public housing, 
have urged this committee to base the program it recommends on dem- 
onstrated needs. All the concrete information they have to draw upon 
is the 1950 census, facts presented by the President’s Advisory Com- 
mittee on Housing, and other governmental sources. Yet, for the last 
2 years or more they have made a case for the program of genuine sub- 
stance that I have heard no one refute. I refer specifically to the study 
on housing needs, prepared by Dr. William L. C. Wheaton for the 
National Housing Conference. : 

I am going to place this in the record. The report is entitled “Amer- 
ican Housing Needs, 1955-70,” and is by William L. C. Wheaton, 
University of Pennsylvania, reprinted from the Housing Yearbook, 
1954, of the National Housing Conference. 

This report, for those who are present here, the press and others, 
pate out that on the basis of the 1950 census there were nearly 9 mil- 

ion substandard urban housing units. The exact figure is 8,931,000. 
Of those, 6,935,000 required replacement and 1,996,000 required 
rehabilitation. 

That figure of 8,931,000, however, I wish to point out, is exclusively 
for urban housing; it does not include rural nonfarm housing or farm 
housing. If to the figures for substandard urban housing there was 
added the number of rural nonfarm housing and farm housing which 
were substandard at the time of the 1950 census, the total number of 
all housing which is considered substandard was 15,332,000, of which 
10,204,000 required replacement and 4,628,000 required rehabilitation. 

(The report refe: to follows :) 
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| Reprinted from the Housing Yearbook, 1904, enn Housing Conference, Washington 


AMERICAN Hovusine Neeps, 1955-70 
A PRELIMINARY ESTIMATE 
William L. C. Wheaton,* University of Pennsylvania 
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Estimates of housing need have been prepared by a large number of or- 
ganizations and individuals in recent years. During the debates which preceded 
the adoption of the Housing Act of 1949, leaders of the homebuilding industry 
or their spokesmen generally adopted the view that the sustained construction 
of more than 900,000 dwellings a year was impossible or in any event undesirable. 
A number of estimates in the range of 600,000 to 900,000 units per year were 
proposed to congressional committees considering housing policy.” The subse- 
quent achievements of the industry in producing nearly twice the volume sug- 
gested by these leaders is evidence of the inadequacy of their estimates. 

In 1944 the National Housing Agency estimated postwar housing needs at 
1,200,000 units per year. This estimate, called fantastic by some business leaders 
at the time, has proved to be much closer to subsequently attained levels.’ On 
the other hand, even this estimate appears to have understated the potentials 
of the economy, for it assumed that a very large share of the estimated needs 
could be met only by the replacement of existing housing. Later and higher 
estimates by the Housing and Home Finance Agency are based upon similar 
assumptions.* 

Perhaps the dominant characteristic of these estimates is their pessimism 
concerning the economic future of the country. This was most succinctly stated 
by one distinguished housing expert in a report prepared for an industry group 
which suggested that production levels of more than 900,000 units a year would 
be undesirable because they could not be sustained for more than a short period 
of time. This expert predicted that the construction of 1.5 million homes would 
produce immense and immediate instability.’ These dire consequences have not 
appeared in the boom building years 1950-53. 

If business leaders and official agencies have underestimated our capacity to 
produce and consume housing, other estimates of higher requirements have failed 
to be realized. Thus the National Housing Conference and the American Federa- 
tion of Labor estimates of the same period, calling for the construction of 
1,800,000 units or more per year, assumed very high levels of replacement of exist- 
ing units, and substantial programs of slum clearance and public housing.’ 


1 William L. C. Wheaton received his A. B. from Princeton University, his Ph. D. from 
the University of Chicago. He has worked in municipal, county, State, and Federal 
agencies and served as special assistant to the Administrator of the former National Hous- 
ing Agency and the present Housing and Home Finance Agency. He was formerly chair- 
man of the department of regional planning at Harvard University. He is now professor 
of city planning in the department of land and city Byer es of the University of Pennsyl- 
vania. A consulting city planner and a member the American Institute of Planners, 
Dr. Wheaton is also a vice SS of the National Housing Conference. 

_ ? Hearings before the Subcommittee on Housing and Urban oa sande of the Special 

Committee on Postwar Economic Policy and Planning, pp. 1658-1675 ff., pp. 1841, 1986, 

2078, 2171 ff., B: 2210, Washington, Government Printing 1946. 

a n Nateset ousing Agency, Housing Needs, National Housing Bulletin No. 1, Wash- 
. * 

‘ Housing and Home Finance Agency, How Big Is the Housing Job? Washington, 1951. 

® Miles L. Colean, Future Housing Demand, The Producers Council, Washington, 1948. 

*Estimates by 14 organizations and persons are summarized in U. S. Congress, 


80th 
oe td an sess., hearings of the Joint Committee on Housing, September 10-19, 1947, 
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Although the Congress authorized these programs, the authorizations were sub- 
sequently reduced and have never been carried forward at the levels intended. 
It is now evident that all of these estimates have underestimated the market 
demand for new housing under conditions of full employment and high output, 
and have overestimated the willingness or capacity of the country to replace 
substandard housing through slum clearance and public housing programs.’ 


ASSUMPTIONS OF THIS STUDY 


The major weaknesses of many earlier studies derive from the assumptions, 
stated and unstated, which underlay them. They have assumed a stable or 
declining national output while the postwar economy has been characterized by 
steadily rising employment and productivity. They were based upon population 
forecasts which have proved to be consistently below subsequent population 
growth. Estimates of family formation, too, have been substantially below 
ultimate levels. In their analysis of the housing market itself many of these 
studies have apparently underestimated the willingness of families to purchase 
homes, the influence of liberalized federally aided credit upon the market, and 
the vast extent of suburban building. 

The assumptions upon which this study is based are: 

1. Continued expansion of our economy, at a steady rate, full employment and 
continuing increases in productivity. 

2. Expenditures for national defense no greater than those of 1953-54. 

8. Continued high increases in population and family formation in keeping 
with a prosperous economy. 

4. An active desire on the part of the American people for higher standards 
of living, including higher housing standards but not at the expense of other 
essential expenditures. 

5. Extension and expansion of Federal and local aids to housing to assist in 
achieving these goals. 

These assumptions will be adhered to in the estimates of this study. It is 
further assumed that housing will be utilized to the fullest extent possible to 
stabilize economic trends and to assure continued economic expansion; in short, 
that housing production will be maintained or increased in the event of marked 
downturns in economic activity. 


FACTORS AFFECTING HOUSING REQUIREMENTS 


Future housing requirements are a function of population growth, family 
formation, migration, losses of housing units, obsolescence and deterioration, 
undoubling of families and vacancy and occupancy rates. These factors are in- 
fluenced to a considerable extent by changing housing standards, changing market 
preferences, by generat economic conditions and by market demands in the light 
of available credit. The most important of the above named factors are dis- 
cussed in the following sections and are summarized in table 1. 


Family formation 


Estimates of family formation have been developed from marriage rates, less 
allowances for divorce, death, and other dissolutions. When so developed the 
estimates considerably understate housing requirements. While most but not 
all marriages result in additional requirements for separate housing accommo- 
dations, few dissolutions of families result in reduced housing requirements. 
The widow, widower, or divorced person with children will usually give up 
separate housing accommodations only under strong economic compulsion. An 
increasing number of aged persons appear to prefer to maintain separate accom- 
modations after the death of the spouse, and this is particularly true where 
the accommodation is suited to the need of aged persons. Old-age and sur- 
vivors insurance, private pension plans, aid for dependent children, and veterans 
benefits for widows and orphans, are steadily raising the ability of these classes 
of families to maintain separate households. 


™For other estimates, cf. J. Frederick Dewhurst & Associates, America’s Needs and 
Resources, 20th Century Fund, New York, 1947; Charles Abrams, The Future of Housing, 
Harper & Bros., New York, 1945; and XII Law and Contemporary Problems 1, 1947. 
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TaBLE 1.—Factors affecting nonfarm housing requirements per decade’ 
[Millions of dwellings] 
RECURRING REQUIREMENTS PER DECADE 


Medium High 


ord _ aoa —_ 


Units required for: i 
Additional household formation _- _. | : 1 
Internal migration of families - eet kok ek i : 5 
Replacement of annual losses -1} .4 .6 
Replacement of dw wing becoming obsolete or sub- | 
standard 


Total recurrent 





NONRECURRENT REQUIREMENTS 


Replacement of dwellings substandard in 1950 0. 
Undoubling of families doubled in 1950 : s 
Undoubling of single persons | ao: 8 | L. 
Overcrowded families in 1950- harta> ups tptalee <esanbetenths: ‘ | 1. 
Adequate available vacancies, 1950_- 2 

6. 


Total nonrecurrent ; See . 2.9 | 16. 





1 See text for basis. Low may be low estimate or ‘lines in the 1955-65 beribd High may be high estie 
— « late in 1955-70 period. 


8. Census Series P20, No. 42, 1952, high. The census low of 2.75 could arise only under conditions 
of aoa economic depression. 


Current estimates of future family formation range from as low as 275,000 
per year for the remaining years of this decade to the 2 million per year estimate 
of the National Association of Home Builders for the later years of the next 
decade.* The marriage rate has fluctuated from under 1 million to over 2.2 
million in the last 20 years. The range of net new social family formation 
shown is from 6 to 10 million per decade. This does not include single person 
families which are discussed below in connection with undoubling. If these 
were to be included in the estimate, the high estimate should be increased. 


Migration 


The migration of people from one area to another may result in increased 
housing requirements where inmigration is not balanced by outmigration. Those 
moving into the country from other countries, and those moving from areas of 
stable or declining population to areas of rapidly growing population, create 
such needs.” From 25 to 30 million persons move annually, and about a third 
of these, 8 to 10 millions, move across county lines. There is a steady move- 
ment of persons into the country, and of the rural or farm population to urban 
areas. Of the 10 million persons who moved across county lines in 1950, 9 
million were members of families who presumably created demands for about 3 
million dwellings.” Since a considerable part of this movement is to urban 
communities in the South and West where it results in net inmigration, it must 
be presumed that at least between 10 and 25 percent of this movement creates 
new housing requirements. 


Replacement of current losses 


The National Housing Agency and the Housing and Home Finance Agency 
estimate that 40,000 homes are lost each year as a result of fire, windstorm, 
and other types of demolition. To these annual losses there is usually added 
300,000 temporary war and veterans units required to be removed during the 
current decade if only by their physical deterioration. Thus it is customary to 
estimate 70,000 units per year as current losses requiring replacement. 


Cf. 8. Census mew P20, No. 42, 1952; NAHB Correlator, rn ae pp. 4, 5. 
The National Association of Real Estate Board s estimates these at 700, per year 
ber 10. 1053. Address of Charles B. Shattuck, president, 46th annual convention, Novem- 
r S 
°Cf. BE. EB. psiinn, Mobility and Migration as Factors in Housing Demand, Housing 
Research, October 1953. 
® U. S. Census Series P20, No. 39, 1952. 
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These estimates require radical revision if only in the light of current urban 
highway construction. A modern superhighway built through developed areas 
will require clearance of from 250 to as high as 1,000 homes per lineal mile. If 
each metropolitan area built only 1 mile each year, and if the demolition re. 
quirements in the 5 largest cities were at the upper limit and all others at the 
lower limit suggested above, the total would exceed 40,000 homes per year. 

In some of our largest cities, demolitions resulting from highway construction 
have greatly exceeded demolitions from all other causes throughout the postwar 
period. With urgent highway needs measured in tens of thousands of miles, and 
current Federal-aid programs including approximately 30,000 miles, it is clear 
that losses from this source alone will be exceedingly high for the next 2 decades. 
For current purposes it is assumed that losses from all causes will be 1,100,000 
per decade in the 1950’s and 1,600,000 during the 1960's, equivalent to previous 
estimates of loss plus 1 mile per metropolitan area in the former period and 2 
miles per area in the latter. 

Other losses not accounted for here include abandonments and conversions to 
nonresidential use. One expert estimates that the latter alone exceed all extra 
units gained by conversion. One group of Government officials concerned with 
housing statistics has reached the tentative conclusion that 200,000 units are lost 
each year through demolition, abandonment, and conversion, and that 100,000 
are gained each year through conversion, for a net loss of 100,000 units. This 
estimate accords with the estimate above. 


Obsolescence and deterioration 


More than 6 million of our present housing units were built before the begin- 
ning of this century, and will be 60 or more years old by the end of this decade. 
Many of these are now dilapidated and should be replaced immediately, but 
many of them are merely old, obsolete, and now deteriorating at a rate reflecting 
their age. Some 1,400,000 of these units, now standard but becoming 75 years 
of age or older by 1960, should be replaced during the next decade. 

With our present housing stock of over 50 million homes, it will be necessary 
to replace 500,000 units per year in order to replace homes at 100 years of age. 
Many hundreds of thousands of fine old homes will doubtless continue to be well 
maintained, and will retain historical, architectural, and other qualities worth 
preserving. But the speculative homes of the Gothic period and millions of drab 
shacks built since 1900 lack these fine qualities. Their useful life as structures, 
and the useful life of the neighborhoods they comprise, will be long past at 
60 years. Applying this standard would necessitate the replacement of 2.8 million 
homes during the 1960’s and 4.8 million in the succeeding decade.” 


Substandard housing in 1950 


Housing standards are not fixed and invariable. A wide range of judgment is 
involved in determinations of substandardness. What is standard for a primi- 
tive economy (mud huts) will be substandard for a more advanced economy. 
Standards are therefore in part determined by resources. In a society of 
abundant resources and high output, standards should rise steadily. ‘There is no 
aprarent reason why all American families should not have good homes within the 
next generation. This was particularly apparent during the 1930’s when idle 
labor and unused materials led to the adoption of Federal aids to housing. The 
Congress has subsequently adopted a national goal of a “decent home in a suitable 
living environment for every American family.” 

Table 2 reveals the most serious inadequacies of our housing supply in 1950. 
For many years official agencies have used the standards of structural soundness 
and lack of plumbing facilities as measures of substandardness. Opinion has 
varied as to whether farm or country homes which lacked running water should 
be considered substandard. Under the assumptions of this study, of a rising 
standard of housing, all dwellings, rural and urban, should have interior 
plumbing. 

According to the most recent census of housing, 10 million nonfarm dwelling 
units were dilapidated or lacked running water. This number includes farm 
residences in standard metropolitan areas. In addition to these dilapidated or 
substandard struetures, 1.9 million other units were located located in blocks 
containing more than 50 percent substandard units. These units contain struc- 
tural and plumbing deficiencies not sufficiently serious to be recorded by the 


The NAREB estimate of demolition requirements is 300,000 to 400,000 per year. 
Cf. Shattuck, op. cit. 
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census, but their environmental substandardness is clear. They would almost 
certainly be razed in any slum-clearance program.” 


1.9 million farm homes below par 


Only 23 percent of our farm housing units meet these urban standards. Thus 
bv census criteria and urban standards, 4.9 million farm homes are substandard. 
The Department of Agriculture surveys of farm housing suggest, however, that by 
farm standards, only 3.4 million farm homes are substandard, 2 million of which 
contain serious deficiencies requiring replacement, the remaining 1.4 million being 
remediable.” 


Tarte 2.—Substandard dwellings requiring replacement or rehabilitation, 1950 


{In thousands] 


i 
las | Requiring | Requiring 
Substandard | replacement |rehabilitation 
! } 





Urban housing: ! 
Dilapidated 
Lacking plumbing or running water 
In substandard blocks ? 


Total urban 
Rural nonfarm housing: * 
Di i a iak oes nas cbbt ence hpccscceneonems 
Lacking running water 
Total rural nonfarm 
Nonfarm total 
Farm housing: 4 


Gentes GPs cet oon dle biankannecadae deawenie 
Other deficiencies 


! All housing in standard metropolitan areas. 
* Additional dwellings in blocks more than 50 percent substandard. 
+ Nonfarm dwellings outside standard metropolitan areas. 


‘ Deficiencies based on U. 8S. Department of A ture data. 
§ 500,000 dwellings abandoned and not ere 


Not all substandard dwellings need be demolished and replaced. A basically 
sound structure, lacking running water or a toilet, may be brought up to stand- 
ard by relatively minor repairs and the installation of plumbing facilities if the 
structure is located in a sound neighborhood. On the other hand, where the 
structure is located in a slum, the installation of plumbing or heating facilities 
may be economically unsound. The rents required to finance the improvements 
may exceed the levels which renters are prepared to pay in slum areas. While 
precise data are lacking on the location and character of all housing units which 
are substandard because of plumbing deficiencies, data are available on 2.7 mil- 
lion urban units in substandard areas. It is reasonable to assume that these 
must be replaced, The remaining 1.9 million are in relatively scattered loca- 
tions and may be brought up to standard. It is further assumed that two-thirds 
of the rural nonfarm units which are substandard because of plumbing defi- 
ciencies may be rehabilitated. One-third would then require replacement. 

Of the 3.4 million substandard farm units, 2 million with serious deficiencies 
are beyond repair but 0.5 million of these may be abandoned, leaving a 1.5 mil- 
lion replacement goal.“ It is assumed that all of the remaining substandard 
units can be rehabilitated. Thus, of the 15.3 million substandard units in 1950, 
a total of 10.2 million must be replaced, 4.6 million must be rehabilitated and 0.5 
million abandoned. 


2 Slum-clearance projects to date involve clearance of 20 percent of standard units and 
80 percent substand units. The proportion in the blocks mentioned above is 28 to 72 
percent. 

“This report draws upon tabulations of Census and Agriculture Department data 
prepared for a new edition of America’s Needs and Resources Ne Frederick Dewhurst 
and Asso¢iates, Twentieth eee Sent ‘to be published in fall, 1954, 

% Census figures suggest 3.2 substandard farm units of which 2.4 are dilapidated. 
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Undoubling 


In recent years the number of doubled-up families has been reduced steadily. 
Nevertheless, over 1.7 million social families were still without separate hous- 
ing accommodations in 1950. An unknown proportion of the doubled families and 
single persons prefer to share housing accommodations with others for health 
or other reasons. For many, however, doubling-up continues because of eco- 
nomic necessity or housing shortage. Under conditions of sustained prosperity 
and more adequate social-security and old-age allowances, the number of doubled 
families should be reduced steadily. It may be assumed that under these con- 
ditions, upward of two-thirds of these families might prefer separate accommo- 
dations. 


Single person families 

In addition to these families, there were in 1950 some 10 million adult single 
persons not in families of whom about one-third occupied separate households. 
This number may be expected to increase sharply with sustained prosperity. An 
important future influence upon single person families is the growing number of 
aged persons able to maintain separate accommodations. If one-tenth of these 
persons, those with incomes of over $3,500 per year, were to establish separate 
households a million additional housing units would be required. Thus the com- 
bined undoubling of families and single persons during the next decade might 
vary from 1.2 million (two-thirds of married doubled, no single) to 2.7 million 
(all married doubled and one-tenth of single). 

Overcrowding 

In 1950 over 6.6 million families (census households) were living in dwelling 
units which provided more than 1 person per room.” More than 2.5 million 
families were seriously overcrowded with more than 1.5 persons per room. 

During the postwar years, several million young couples purchased small two- 
bedroom houses with floor areas far below those considered acceptable in pre- 
war years. The continued high rate of births and the steady rise in the number 
of second, third, and fourth children born suggests that a large proportion of 
these owners of too-small houses already are seriously overcrowded and that 
this number will increase. 

Because of the overlap between families overcrowded and families living in 
substandard homes, only a quarter of the number of overcrowded homes are 
shown with other measures of need in the summary table. The range of esti- 
mates is from one-fourth of units containing more than 1.5 persons per room 
to one-fifth of units containing over 1 person per room. Under the assumptions 
of this study, a rising standard of housing should not require 5-person families to 
live in 2-bedroom homes. The estimates therefore leave three-fourths of the 
undoubling problem for future decades. 


Vacancies 


The number of vacancies required to permit freedom of choice in the mar- 
ket and to allow for mobility has been variously estimated at from 3 to 6 per- 
cent of supply. The number of available vacancies in recent years has been 
only about one-fourth of the nominally vacant units, a large proportion of which 
are dilapidated, seasonal, or not on the market. To achieve an available vacancy 
rate of 3 percent it might be necessary to have at least a total of 6 percent 
vacancies. A further consideration is raised by our annual volume of family 
movements, involving nearly 28 million persons including about 3 million families 
in 1950-51." 


PROGRAMING HOUSING NEEDS 


The total housing requirements shown in table 1 suggest that we must build 
from 1.3 to 2.4 million units per year to meet our growing housing needs and 
must in addition replace accumulated deficiencies of the past of from 9 to 16 
million units. Clearly all of these needs cannot be met at once, nor would it be 
economically wise to do so. Some of these needs tend to overlap, i. e. new family 
formation and undoubling, replacement of substandard houses and provision of 
homes for overcrowded families. Some orderly basis is required for estimating 
the changing volume of current housing requirements and for scheduling the re- 

*° U. S. Census, Housing Census, vol. I. 

A 5-percent rate is considered desirable by the realtors, cf. Shattuck, op cit. 
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placement of existing substandard units. The first of these requirements will 
be served by the measure of household formation. 


Household formation 


Census projections of household formation involve circular reasoning to some 
extent since household formation is in some degree dependent upon the volume 
of residential construction and remodeling. Nevertheless census definitions of 
households have been sufficiently loose to reflect the improvised housing condi- 
tions which families desiring separate accommodations have adopted in the past. 
Thus the room or rooms with an electric hotplate and a shared bath, occupied 
by a man and wife, are a household to the census taker. These conditions reflect 
an active desire for separate dwelling accommodations whether or not that goal 
has been reached in some more refined sense. The census household thus reflects 
in part the housing shortage. 

Household size has declined steadily for the last generation. The decline was 
approximately the same in periods of prosperity and depression as is shown in 
table 3. This decline in average household size reflects both the smaller size 
of families containing two or more persons, and the larger number of single per- 
son families who desire and can afford to maintain separate housing accommoda- 
tions. It is a measure also of rising standards of housing space and privacy. 
Continued declines in household size would reflect continued increases in housing 
standards in this sense. 

The total future population of the United States is also shown in table 3. 
This is the most recent “high” estimate of the United States Bureau of the 
Census, and is thus consistent with assumptions of sustained prosperity. It 
should be noted that census estimates for the last 20 years have generally under- 
estimated future population growth. Absolute and specific birth rates and mar- 
riage rates have been higher, and death rates have been lower than those used 
in even the so-called “high” projections. Under conditions of sustained economic 
growth, these estimates may well prove below actual growth. 


TABLE 3.—Population and average household size, 1930-70 


Population ! Average 


Average | 


(millions) — | Gnillions) | Bousehold 2 


| 


| Population ! 


122.7 
131.6 
151.6 
164.8 


!U. 8. Census, Series P.—25 No. 78, 1953. 
2U. 8. Census, P-20 No. 41, 1952; and P-20 No. 35, 1951. 
3 Straight line projection of 1930-50. 


Total population and average household size have been used to project housing 
requirements by 5-year periods from 1955 to 1970 in table 4. Using this method. 
it is first necessary to reduce the total population by the number of persons not 
in households. An arbitrary percentage, approximately that of 1950, has been 
used as a constant. A 20-percent increase in this constant would reduce annual 
construction requirements by 4 percent in 1960. The resulting population in 
households is divided by a straight-line projection of the 1930-50 trend in num- 
ber of persons per household. The result is increased by 4 percent to allow for 
necessary vacancies. 

The method suggests the number of housing units which will be required at 
different future dates and the annual volumes of construction required during 
successive 5-year periods to achieve this stock. The population used is total 
population, farm and nonfarm. The housing units shown as required would be 
necessary to accommodate future population growth, future reductions in family 
size, increases in the number of single persons desiring separate accommodations, 
and reductions in the number of nonfamily households. The measure accounts 
for the undoubling of families now doubled. Finally, as used here, the measure 
assumes the same rate of progress in the relation between population and housing 
that obtained during the last 20 years. 

The table indicates that we will require approximately 1.43 million new units 
per year from 1955 to 1960, 1.65 million new units per year from 1960 to 1965 and 
1.74 million new units per year from 1965 to 1970 to house our growing popula- 
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tion adequately. It should be noted that this measure produces results which 
are below the medium estimates of need in table 1. The method is used, never. 
theless, because it suggests time periods within which houses are needed. 


Replacement rates 


In addition to these requirements for new population and new families, the 
Nation must replace the 10.2 million substandard units requiring replacement 
shown in table 2. If these units were to be replaced in the period 1955-65 we 
would have to build nearly 2.5 million homes in each of these years. This could 
not be accomplished in the immediate future without inflationary pressures, 
unless other construction drops seriously and unless there is a substantial drop 
in armament production. From a purely housing standpoint, it would be unde- 
sirable to attempt any such volume of replacement until new homes are ayail- 
able to accommodate those displaced from substandard homes. 


TABLE 4.—Estimated changes in population, household size, number of households 
and dwellings required, 1955-70 


1955 


Population (millions) - ail 
Less population not in households !_ 
Population in households (millions). 
Average household size 2... _. 

Number of households (millions) - a 
Plus vacancies, 4 percent (millions) - cia 


ep £] pBpaB 
SB £) stare 


eset 


Total dwellings required (millions) ..-- - 
Additional dwellings required during preceding ‘period (mil- 
lions) 
Average annual construction required during preceding period ¢_ 


1 Assumed 3 percent. 
2 Table 3. 
2 A lower rate of reduction in average household size would be: 


Average size 


Number households 

Total dwellings. . _. tattle ae .s 7 } EC 
Additional dwellings. . 44 | ; 7.25 
Annual construction ‘ bi | . 1.4 





‘ See text for explanation of relati: tionship between family and househ>ld size. These estimates include 
needs arising from new family formation, undoubling, eet vacancies, changes in family size, and 
increases in number of persons or families using separate housing accommodations, 


For these reasons it would appear ot be both economically and socially desir- 
able to spread the replacement task over a 20-year period. If this were done, the 
volume of current construction would have to be increased steadily and rapidly 
but within magnitudes which could be readily achieved by the building industry. 
Such a program would permit relocation to proceed in a more orderly and 
humane fashion, and would be more nearly in keeping with the capacity of our 
cities to plan for slum clearance and redevelopment. 

Finally, if the replacement job is scheduled over a 20-year period, the annual 
volume of new building for replacement will be stabilized over a 30-year period. 
For by 1975, when the job of replacing our 1950 substandard homes is com- 
pleted, we will have to continue replacement construction at the rate of 500,000 
units per year merely to replace dwellings then becoming 70 years old. Indeed 
a step-up of replacement construction to a level of over 600,000 units per year 
would be necessary to cover the 1950-70 backlog of deteriorated dwellings during 
the succeeding 20 years. 


Construction program 


Requirements for additional residential construction for new household for- 
mation, and for replacement of units substandard in 1950, are set forth in table 


5. Additional housing needs are those shown in table 4, ranging from 1.43 mil- 
lion in 1955-60 to 1.74 million in 1965-70. Replacement of the 10 million 1950 
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substandard units is spread over 20 years at 500,000 per year. To these must be 
added replacement of current losses here scheduled at 100,000 to 160,000 per year 
or somewhat below the estimates shown in table 1. The resulting new construc- 
tion requirements are 2.03 million per year for the period 1955-60, 2.28 million 
for the period 1960-65 and 2.40 million for 1965-70. In periods after 1970 the 
new construction rate should be above 2.60 millions. 

Some part of these requirements could be met, of course, by the conversion 
of existing larger homes and apartments into smaller apartment units. When 
conversions are made without structural and plumbing changes, they usually 
produce substandard or nearly substandard units. When accompanied by struc- 
tural changes and the installation of needed plumbing facilities, satisfactory 
housing can be provided. 


TaBLe 5.—Additional dwellings needed, 1955-70 
ee 


1955-60 | 1960-65 | 1965-70 


For additional households and va~ancies 4 65 74 
For replacement of 1900 substandard dw wellings 50 
For annual loses 


Total additional construction requirements _ _. . 0% 2. 28 | 2.40 
| 


The total number of such potential conversions is substantial, but propor- 
tionately small. There were only 3.3 million units in the United States in 1950 
with 8 rooms or more. Most units which were suitable for conversion must have 
been converted during the acute housing shortages of the war and postwar years. 
Many others are poorly located for rental use or are in areas zoned for single- 
family use only, or are dilapidated. If 25 percent of these 3.3 million units 
are still not converted and are legally, economically, and structurally convertible, 
and if half of them are converted during the next 10 years, this would reduce 
new construction requirements by only 40,000 units per year. The smaller size 
of houses built since 1920 makes improbable any large volume of conversions 
in the future. 


Rehabilitation 


In addition to new construction requirements, we have an estimated 4.6 
million units which were substandard in 1950 and were presumed suitable for 
rehabilitation. If 400,000 of these units were rehabilitated each year for the 
next 5 years and 600,000 per year were rehabilitated thereafter, the 1950 back- 
log of substandard rehabilitation units could be eliminated by 1965. By that 
time the large volume of obsolete dwellings becoming 60 years of age should 
provide opportunities for sustaining this level of rehabilitation activity. 

Data from the 1950 census indicate that only 500,000 of the nonfarm units 
which were substandard for lack of plumbing facilities are occupied by families 
with incomes of more than $4,000. These should provide a ready market for 
modernization. An additional 500,000 units occupied by families with incomes 
of $3,000 to $4,000 may also be rehabilitated if sufficiently liberal credit is avail- 
able for these purposes. 

The remaining 2.2 million nonfarm units, occupied by low-income families, 
of which 1.6 million have incomes of less than $2,000 per year, may present 
greater difficulties as will the modernization of 1.4 million farm homes. Only 
an aggressive campaign is likely to achieve the schedule set forth above. 


Schedules for slum clearance or perpetuation 


The construction program outlined above requires that new housing construc- 
tion be increased by 80 percent over the 1951-53 levels and by 40 percent over 
the 1950 level. Any lesser volume of construction means that our slums and 
substandard housing will continue to accumulate and will never be reduced 
or eliminated. The consequences of different levels of construction and rehabili- 
tation are summarized in table 6. If new construction continues at slightly 
above the 1951-58 average, and if in addition we can rehabilitate 400,000 to 
600,000 units per year, the number of substandard units in use will increase by 
2 million in the next 15 years. This means that substantially all of the 15 
million units which were substandard in 1950 would still be occupied by Amer- 
ican families in 1970. 
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At construction levels of 1.4 to 1.6 million units per year, approximately the 
1950 rate, slight progress is made in reducing the number of substandard units 
capable of rehabilitation. No elimination of the 10 million units classifieg 
for replacement appears possible. At 1.6 to 1.8 million new units per year, al) 
of these 10 million units must be continued in use until 1965 and 1 million of 
these can be replaced by 1970. 

Only if new construction is raised to 2 million units a year is real progress 
possible toward the elimination of units substandard in 1950. At the construc. 
tion and rehabilitation rates shown in table 5 some 5 million of the present sub- 
standard units can be eliminated by 1960, but in 1970 some 5 million will stil! be 
required in use. Table 6 suggests that 2 million new units per year are essen- 
tial for even slow progress toward the goal of a decent home for every family. 
Any lesser level perpetuates the slums. 


COMPARISON OF NEED ESTIMATES 


The estimates of housing need prepared by 6 national organizations or agen- 
cies in recent years range from 1.4 million units per year to 2.4 million units 
per year. The standards, methods of estimation and programs of these studies 
vary widely. Some include farm housing, others deal only with nonfarm hous 
ing, some cover only the period to 1960, others project needs through 1975. 
Table 7 presents these estimates on a comparable basis, utilizing the standards 
adopted by each organization. The table shows a remarkable degree of agree- 
ment as to the inadequacy of present construction levels. Current needs for 
new construction are 1.4 million nonfarm units per year or 27 percent above 
present levels in all estimates.” Most of the estimates place current total re- 
quirements at or above 2 million units per year. A similar degree of agreement 
appears in the three estimates with respect to long-range requirements for new 
family formation. Here the range is from 1.8 to 2 million units per year. 


ECONOMIC FEASIBILITY 


The levels of residential construction proposed by this report are well within 
the limits of economic feasibility as measured by past output. In 1925 the 
Nation applied 6.5 percent of its gross national product to nonfarm residen- 
tial construction, and in 1950, 4.4 percent of our national product was devoted to 
housing. These were boom years. Housing investments in other years are 
shown in table 8 as a percentage of national product. Over an entire building 
cycle, 1919-35, the average was 3.9 percent. This may be assumed to be a rea- 
sonable normal ratio of housing investment, one which can be increased sub- 
stantially in favorable years. 


17 The Fortune estimate includes maximum demands (not needs) as shown in the table. 
Its estimated minimum demand of 1.1, 1.6, and 1.8 million units in successive 5-year periods 
relates to market demand rather than replacement and new need. 
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TABLE 6.—Projections of substandard dwellings remaining in use at various levels 
of construction and rehabilitation, 1955-70 


{In millions} 


Substandard dwellings remaining in use 
Annual construction and rehabilitation volumes 


} anon a SES mam sasninceitnaianasges 


1955 1960 1965 1970 

New construction: 

1,200,0C0 units, 1955-60 

1,400,000 units, 1960-70 
Rehabilitation: 

400,000 units, 1955-70- .- 
New construction: 

1,400,000 units, 1955-60 

1,600,000 units, 1960-70 
Rehabilitation: 

400,000 units, 1955-70. - . 
New construction: 

1,600,000 units, 1955-60 

1,£00,000 units, 1960-70 
Rehabilitation: 

400,000 units, 1955-60. - 

600,000 units, 1960-70. - 
New construction: 

2,000,000 units, 1955-65__ _- 

2,400,000 units, 1965-70_- 
Rehabilitation: 

400,000 units, 1955-60... 

600,000 units, 1960-70. _- 


With the sustained economic growth assumed in this report, national income 
should increase steadily. If this increase is continued at substantially less than 
the rates of recent years, our gross national product should reach the levels 
shown in table 9. The annual rate of growth here used declines from 3.6 percent 
per year to 2.1 percent per year over the period in the low estimate and is stable 
at 3.5 percent per year in the moderate estimate. This latter rate of growth 
corresponds to that used by the President’s Materials Policy Commission in its 
projection of future economic growth.” 

It is assumed that prices will be stable over this period, and that the average 
dwelling unit cost can be held to $8,000 or less. This assumes that building 
volume will include a relatively high proportion of low and moderate cost units. 
These assumptions are substantially below current average house prices. Build- 
ing costs used in production analysis are well below home prices used in consumer 
cost analysis. Farm construction is excluded from table 8 but is included in 
table 9. Modernization expenditures are therefore excluded from the latter 
table. 

Even at relatively slow rates of growth, housing goals can be achieved at the 
1919-35 ratio of residential investment and at substantially below the 1950 rate. 
At the rates of economic growth of the last 2 decades, the expenditures for 
housing would be reduced to 3.2 percent. In short, if we continue to spend no 
more of our income than we have in the past, and if our economy continues to 
grow at a steady rate, we can afford to build from 2 to 2.4 million homes per 
year in the next 15 years. Under favorable circumstances, lower ratios of 
expenditure will produce even more housing than these estimates require. 


MARKETING 2 MILLION HOMES A YEAR 


The marketing of 2 million homes a year will present real challenges to. the 
housing industry and to government. Data are lacking n many of the most 
important variables which will affect the willingness of people to buy or rent 
new homes. These include changes in the distribution of incomes, mobility, 
the income and price elasticity of demand for housing, and the extent of the 
required or desired movements to suburban areas. 


%U. §. President’s Materials Policy Commission, Resources for Freedom, Washington, 
1952, vol. 1fl, pp. 1-10, vol. 2, pp. 96-118. 
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TABLE 7.—Various estimates of housing need, converted to comparable basis, 
1955-70 


[Millions] 





Organization 1955-60 








American Federation of Labor !_.. 
Adjusted for farm housing 2 
For tune magazine 3 
Adjusted for farm housing vatnainie 
Housing and Home Finance ae ‘I 
Adjusted for farm housing ? ; 
National Association of Home Builders _- 
Adjusted for farm housing ? 
National Association of Real Estate Boards? 
Adjuste i for farm housing ? Gee 
National Housing Conference *_._- 
Twentieth Century Fund * est 
United States President’s Materials Policy Commission 19____| 
Adjusted for farm housing ? se ee 


fe ND tbe pet tt et dt et et BD 








Statement of the A. F. of L. executive council, Chicago, Aug. 12, 1953, p. 3. 

2 200,000 dwellings per year added for farm housing. This is the low estimate of farm housing needs 
prepared by the Housing and Home Finance Agency, ef. note 4. 

’ Forture, February 1954, pp. 103-104. This estimate is for market demand. A lower estimate is also 
presented. See text note. 

4 How Big Is the Housing Job, Washington, 1951, p. 13. The adjustment for farm housing is based upon 

». 14. 

* §’ National Association of Home Builders Correlator, February 1954, pp. 4-6. The statement does not 
explicitiy refer to farm and nonfarm housing, but is based upon nonfarm aata. This estimate excludes 
79,000 dwellings for rehabilitation in lieu of replacement dwellings which are included in other estimates. 
Thus comparative figures might better be 2, 2.5 for nonfarm construction. The report calls for 2 million 
new or “new condition’ dwellings per year. 

6 After 1970, estimate is for 2 mi'lion per year for additional new dwellings. No estimate of rehabilitation 
or replacement after 1965. 

7 Speech of Charles B, Shattuck, president, National Association of Real Estate Boards, New York 
Times, Nov. 11, 1953, p. 48. The text indicates that the reference is to housing demand, not need. It is 
estimated there is demand for 1.1 to 1.4 million dwellings. The figure quoted above is therefore the 
high demand. 

§ Farm housing included. Rehabilitation of 0.4 to 0.8 million dwellings excluded since these do not add 
to supply. 

® Manuseript of forthcoming edition of America’s Needs and Resources, J. Frederick Dewhurst and 
Associates, Twentieth Century Fund, to be published in the fa!] of 1954. 

© Resources for Freedom, Washington, 1952, vols.1 and 11. ‘This estimate is the volume required for the 
entire period 1950-75. The estimate is presumably lower in the early years and higher in the later years. 


TABLE 8.—Gross national product and new residential construction, selected years 
(Billions of dollars] 


| 

| Gross New mentions! 

| national residential | Percent 
product construction 

| 

| 


1919-35 average !___- ied $73.3 $2. 
1939 2 tthe ae —_ 187.9 > 
1940 2 one . : 205. 7 7.6 
1950 2 i 320. 1 14. 
1951 2____. a bax 343.6 ll 


1 American Housing, Twentieth Century Fund, appendix C, table 13. 
Economie Report of the President, 1954, table G-2. Prices are in 1953 dollars. 
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Tape 9.—Projections of gross annie product and new residential construction, 
1955-70 


re ee ERS 





Average projected gross | 
national product (billions) | Number of | 
See inew dwellings, 

| (millions) 


| Percent of gross national 
Gace cot i product 
(billions) yoo ee ey 


Low! Moderate ? Moderate 





$416 $431 
472 508 | 
534 604 


28 | 18. 


| 
i 
} 
| 
r 
. 40 | 19, 


Noe 





1 Gross national product increased from $390 billion in 1955 by a constant amount of $12 billion—or at a 
rate declining from 3.6 perems to 2.1 percent per year. 
2 Rate assumed by the Paley Commission. Gross national product increased by 3.5 percent per year 
the 1925-50 rate). 
3 Assumed cost per dwelling is $8,000. 


TaBLe 10.—F amily income distribution, 1949-51 


[Millions of families] 


| 1951 income 
| distribution 
Nonfarm | Nonfarm applied to 
| 1949 ! | 1951 2 future 
| nonfarm 
families 


Under 6800 c.canracne<nebeschen~cees orien acecridiatnaheaianaivation ideal 
$2,000 to $3,000 i 
$3,000 to $4,000 . 5. «2 ] 
$4,000 to $6,000 : . . 10.0 | 
$6,000 to $10,000 } , 5. 

$10,000 ait ONee. sso 2 HE CE se A eas . 1.4 | 


34. 


1 Unpublished tabulations of owner and renter occupied units, United States Census, 1950, Families 
not reporting certain housing items are excluded from the tabulations. 

2 United States Census, Series P-60, No. 12, 1953. These are families of 2 or more persons, and exclude 
single-person families. The former are believed to be more representative of heads of households shown 
in the first column. 


Intensive research on housing markets is necessary if we are to achieve our 
housing goals in an orderly way. Despite these limitations in our knowledge 
concerning the housing market, some broad relationships may be outlined with 
respect to the immediate future. 

There appears to be a wide measure of agreement that approximately 1 
million to 1.2 million homes can be sold or rented under economic conditions 
similar to those of 1953 and with the then available FHA and VA credit aids. 
Leaders of the National Association of Home Builders, the National Association 
of Real Estate Boards and other trade organizations have expressed such judg- 
ments repeatedly during the past year.” These estimates accord with projec- 
tions in the forthcoming 20th Century Fund study. 

Table 10 shows the income distribution of families of 2 or more persons in 
1949-51 and also shows 42 million families distributed in proportion to 1951. 
The startling increase in incomes between 1949 and 1951 with its consequences 
for future housing markets are apparent. The number of families with incomes 
over $4,000 increased from 10.7 million in 1949 to 16.8 million in 1951. This 
should indicate at least 20 million such families before 1960, which might sustain 
a market of 1 million homes a year. In addition there are demands created by 
single persons, undoubling, and mobility. 


importance of full employment 


Table 10 also emphasizes the direct relationship between full employment 
and housing markets. Any slackening in employment or economic growth tend- 
ing to re-create the income distribution of 1949 would sharply reduce the possi- 


# Cf. National Association of Home Builders, NAHB Correlator, February 1954, pp. 4—6, 
and New York Times, January 22, 1954, p. 44; National Association of Real Estate Boards, 
speech of Charles B. Shattuck, president, New York Times, November 11, 1953, p. 48; ° 
Miles L. Colean, New York Times, November 13, 1953, p. 42. 


75333—56——17 
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bilities for sustaining large volumes of new home sales and retals. It would 
normally result in price declines, decreases in construction and increases in 
vacancies which would defer or prevent the development of an adequate housing 
supply and the replacement of substandard housing. 


TABLE 11.—Family incomes, 1951, and incomes of buyers of new FH A-insured 
houses 1952 





1951 income ! i Distribution 
1952 FHA of homes 
203, new requiring 
home less than 
buyers ? 20 percent 
of incomes ° 


2 or more 


All families persons 





Percent Percent Percent 
Under $2,000 4 stil Rtiee tele peau 0 16.2 I 

$2,000 to $3,000 - - - J ea ‘ | f 14.7 | 

$2,000 to $4,000_ - ... 20.8 

$4,009 to $6,000. ....-- Piichastin one , 28.8") 

$6,000 to $10,000-_ . ...- wae beans aden 3 15. 6 | 


$10,000 and over. aawdiniet ween’ : 3.9 | 


100.0 | 
| 





1 United States Census, PC-60, No. 12, 1953. 
? HHFA Annual Report, 1952, p. 300. 

3 Computed from idem. 

4 Data adjusted to fit class interval. 


Current marketing practices are revealed by table 11 which shows the distribu- 
tion of incomes of families of two or more persons in 1951 in contrast to the in- 
comes of buyers of new FHA-insured homes.” The table indicates that sub- 
stantially no homes were sold to families in income groups comprising 30 percent 
of all families and that only a third of FHA buyers were in income groups repre- 
senting over half of the market. This is not fully representative of all new resi- 
dential construction since it appears that non-FHA homes include more higher- 
priced homes, and more lower-priced homes, although most of the latter may not 
meet FHA standards and many of them may be substandard when built. In 
addition, a very large proportion of FHA homes in the lower price brackets are 
purchased by families who will spend more than 20 percent of their income for 
housing. Indeed some of these families are spending nearly 50 percent of their 
incomes for housing. Of the FHA buyers with incomes between $200 and $250 
per month, 97 percent were spending more than 20 percent of their income for 
housing. A safe rule would be that families should not spend more than 20 
percent of their incomes for housing and most families above the lowest income 
groups spend substantially less than this ratio. The average FHA sale requires 
19.7 percent or less of the purchaser’s income for all housing expenses.” 


High ratio of housing expenses risky 


These FHA-insured sales are not necessarily unsound since they apply to few 
families numerically (less than 30,000 units below $3,600 income levels in 1952) 
and many of these families are clearly living from accumulated funds or are 
families whose homes are being purchased for them by others. It would be 
socially unwise and economically disastrous, however, if any substantial pro- 
portion of our families began to purchase or rent homes which required such high 
expenditures for housing as to prevent normal expenditures for food, clothing, 
medical expenses, and other necessities. 

If purchases involving more than 20 percent of income for housing are ex- 
cluded from the FHA experience table, the results would be more representative 
of the sales and rental possibilities of enlarged private housing production under 
present Government-aid systems. This distribution is shown in the third 
column of table 11. Limitations of the data are described above. This column 
suggests that 80 percent of new private construction is produced for income 
groups representing half of the market. 


*®Data are sec. 203 homes. Similar income data are not available for other titles. 
The pace distribution of all FHA new units is wider than that here used. 

*\FHA data on monthly housing expenses and income-expense ratios have been used 
throughout this report. hese data have been criticized as understating housing expense. 
Despite this weakness, these data are among the best and most consistent in the field and 
= . source on this subject. Wider publication of local data by FHA would 

© a stinct service, : 
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If actual ratios of income to housing expense were to be utilized, these con- 
clusions would be even more apparent. In addition it should be noted that na- 
tional housing market data tend to set low-priced homes of the South and West 
against relatively higher incomes of the North and East. When new house prices 
are compared with family incomes on a city basis, we rarely find situations in 
which homes are offered at prices within the means of more than 40 percent of 
the families ; and these are in the main already well housed and not in the market 
in any urgent sense for a new home. 

Finally, many families in these middle- and lower-income groups cannot use 
the lowest-priced houses produced because such homes are universally 2-bed- 
room homes and most of our families have more than 1 child. The disparity 
between incomes and housing prices is thus widened further by the factors of 
location and family size. 

A second approach to the problem of marketing a high volume of new homes 
is summarized in table 12. The method here used is a modification of the method 
developed by the National Housing Agency in its 1944 projection of housing 
needs. Basically, it involves a filtration of the 1950 supply, elimination of losses 
due to clearance and demolition, and the addition of new units during the 1950-54 
period. The result is subtracted from a future distribution based upon current 
or past experience. Limitations in available data and in the number of market 
factors which can be treated in the model suggest that this method can be used 
only to identify broad magnitudes and relationships and should not be used to 
forecast actual market trends. 


Market for high-priced houses will decline 

The method does suggest these important conclusions: 

1. The current excessive production in higher-priced houses, i. e., those priced 
to sell or rent at monthly costs of $75 or more, will materially narrow the market 
for such homes in future years. To the extent that these homes filter down to 
lower prices, they may create a surplus under unfavorable conditions. This 
could result in excessive filtration of higher-priced units and marketing problems 
for new homes. 

2. There is a very large market for homes at prices and rents ranging from 
$60 per month downward, a market which could account for over 3 million units 
in the next 5 years. This is the market now not served by either private or 
public housing. In northern cities, it consists roughly of homes in the range 
of $40 to $60 monthly, and in southern areas, $25 to $50 monthly. 


TABLE 12.—Projections of nonfarm housing needed by price class with low 
filtration and clearance rates and high construction volume, 1955-60" 


wires ao needed 

w ncome | with 1951 income 

Rent or monthly housing cost distribution of | distribution of 
1960 families 2 1960 families * 


= 
= 
. Preps 


oo Wr o KR wes 


(—.6) E ; 
1 See text note for results of alternative assumptions regarding filtration. Other assumptions, demolition 


of 2.5 million substandard dwellings, 5 percent filtration, moderate current losses, 6 million dwellings built 
1950-54 and 8.8 million dwellings required 


1955-59. 
2 The 1960 families distributed by classes of rents and prices paid in 1950 
§ The 1960 families distributed by classes of rents and prices paid in 1950 ‘and adjusted upward for changes 
in income between 1949 and 1951. 
‘ Negative quantities impl inp es in the classes indicated. This presumes rapid filtration, price 
declines, and reduction of bi these price classes and the price classes immediately above. 
* Under alternative assumptions noaaae filtration. See text note. 
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TaBLe 13.—Increases in mortgage holdings, 1950-53 ; new residential construction 
and projections, 1954-58 





FHA esti- 
FHA esti- mate 
1950 1 f mate | additiona) 
1954-582 | funds 
available ‘ 


Increases in mortgage holdings (billions) 7 . 5 5.5 3 
New dwellings built (millions) 


5 


(450) 


r Z " L. 
Average requirement 300 | 5 $5, 500 (7, 800) 


1 HHFA, Housing Statistics, January 1953, p. 23. 

2 eae A, Prospective Level of Residential Construction and Availability of Mortgage Money, 1954-58, 
table 6. 

3 Tbid, table 5. Estimate is for average year in this period. 


* Computed from ibid, tables 5and 6. Assumed average mortgage amount is the marginal rate assumed 
by FHA table. 


3. Unless full employment and a steady rate of economic growth are main- 
tained, there will appear positive surpluses in some price ranges, accompanied 
by softening of markets which will jeopardize all private housing production. 
On the other hand, a maintenance of full employment conditions could produce 
substantially greater markets than those shown in the table. Housing markets 
are highly sensitive to changes in family incomes. 

4. There remains a large need for housing for low-income families, a need 
which is increased by 50 percent under less than full-employment income distri- 
butions. This need is at price and rent levels far below any which private con- 
struction can approach. 

5. Other models of future income distributions suggest that very high levels 
of housing production could be maintained in all price classes if rates of redis- 
tribution of income comparable to those which occurred in 1949-51 could be 
repeated. 

6. A stable demand for about 400,000 units of higher-priced homes appears 
in all estimates based upon this method. If the method overstates needs in the 
higher price groups, this demand will appear in the price groups of $70-$100 
per month, just below the levels shown in the table.” 


Must serve middle and lower income groups 


These conclusions support the views widely recognized by industry leaders 
that future construction must serve the broad middle and lower income groups 
if it is to be maintained at high levels. Under favorable economic conditions, 
there appears to be a sustained demand for no more than 1 million dwellings a 
year in the price classes now produced by industry with current Federal aids. 
In addition, there appears to be a need for approximately 500,000 units a year 
in price classes below the levels now served by the industry with present credit 
aids, and for 200,000 to 300,000 units per year for families requiring public hous- 
ing. These nonfarm needs are supplemented by farm needs of unknown price 
distribution of 200,000 to 300,000 units per year. 


FINANCING 2 MILLION HOMES PER YEAR 


Both the construction and the marketing of new residential construction will 
depend upon the availability of an adequate supply of construction and mort- 
gage funds on terms which will meet the needs of the industry and of con- 
sumers. The Federal Housing Administration prepared an estimate for the 
President’s Advisory Committee on Government Housing Polices and Programs 
of the probable mortgage fund requirements for the period 1954-58, and probable 
volume of savings available for mortgage lending.” 


2 The method assumes that all units in the existing supply will filter by 5 percent. In 
fact filtration rates will vary widely by location and price class, and recently built homes 
may not filter (i. e., suffer price or rent reductions) at all during the first 5 years of 
occupancy. If this is assumed to be true, construction requirements in the highest class 
interval above are sharply reduced and those in the next classes are correspondingly in- 
creased. This would indicate a negative demand i) in the class over $100 under 
the first assumption, and a substantial demand (1.2) in the $75-$100 class. Under the 
second aapemptivn, demand in the over $100 category would be the same (—0.6) and in 
the $75—-$100 class would — to 3.4 million, or nearly 700.000 units a year. 

= Prospective Level of Residential Construction and Availability of oe Money, 
1954-58, Federal Housing Administration, 1953. These estimates and the following text 
deal with nonfarm financing. 
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These estimates are extremely conservative. They assume construction of 
only a million new units per year “ and a decline in the total volume of mortgage 
lending,” even under assumed conditions of prosperity in the rest of the economy. 
Selected measures from this report are presented in table 13. The average 
mortgage requirement is not to be interpreted at a function of prices alone. It 
is a product of the aggregate volume of new savings, repayments on existing 
mortgages, the volume and amount of mortgage loans on new and existing hous- 
ing and prices on new and existing homes. 

The same study estimates that $9 billion annually will be available for new 
mortgage loans of which $5.5 billion will be utilized by the low level of con- 
struction assumed. This would leave unutilized $3.5 billion. In the last column 
of table 13 these funds have been applied to FHA’s estimate of the average mort- 
gage amount for new homes during the period. At this amount, funds would 
be available to finance an additional 450,000 units per year, or a total of 1,450,000 
units per year. 

The FHA estimate of new savings is probably low and the implication of its 
assumed low volume of construction is that mortgage interest rates will decline 
sharply and that funds will be readily available. If these estimates of available 
funds prove correct, full utilization of such funds would tend to hold interest 
rates at higher levels. Thus even if savings available for mortgage loans (but 
a small part of total savings) were assumed to average somewhat higher than 
the FHA estimate, such funds would probably not be available freely and on 
favorable terms at construction volumes exceeding 1.5 million new units per 
year under current institutional arrangements for savings and mortgage lending. 


More mortgage funds needed 


These considerations suggest that under conditions of prosperity, ample mort- 
gage funds may be available on favorable terms through existing channels for 
1.2 to 1.4 million units a year. Additional flows of money will probably be 
required to meet housing goals of 1.8 million nonfarm units a year in the next 
few years, and in part to meet farm goals. 

The prospective large volume of savings, increases in corporate savings to 
meet corporate investment requirements, and reductions in defense financing 
requirements suggest that ample funds will be available in fields which have 
not financed housing construction in recent years. These include particularly 
institutional savings which have been utilized for corporate investments and 
institutional and personal savings which have been going into Government bonds. 
The fuller utilization of these savings channels may be expected to provide 
funds on terms acceptable to the housing market. If funds are to be diverted 
directly from other sources, the implied increases in interest rate would make 
impossible the marketing of larger volumes of new construction. 

These conclusions are consistent with the marketing requirements suggested 
in the preceding section. A substantial market appears to exist in the higher 
income levels for new homes at rents and monthly prices corresponding to the 
present output of the industry. If larger volumes are to be produced, they 
must be produced at prices and on terms which will be available to income 
groups substantially below those now in the market for new homes. If such 
terms are available, and only if such terms are available, it will be possible 
to obtain the goal of a decent home in a suitable living environment for every 


American family. 

Senator Leman. Yesterday it was shown by Commissioner 
Slusser that this situation had worsened by 1953. In any event in 
1950 the record shows that in standard metropolitan areas alone, 
8,931,000 units were substandard, of which 6,935,000 required replace- 
ment and 1,996,000 were subject to rehabilitation. 

On page 261 of the report of the President’s Advisory Committee 
on Housing, the Subcommittee on Low-Income Families made the 
statement that— 


official data presented by the Housing and Home Finance Agency to the Subcom- 
mittee on Urban Redevelopment Rehabilitation and Conservation show that just 
about one-half of the families displaced by redevelopment operations under 


™* Tbid., pp. 4, 12, 18. 
*Thid., table 5. 
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title IX in the continental United States are eligible for public housing under 
existing income limits for admission. The problem of relocation is particularly 
difficult for minority groups. While about 45 percent of displaced white families 
are eligble for public housing, over 55 percent of displaced minority group 
families are within the public housing income limits. 

And so, limiting ourselves only to the metropolitan areas of this 
country, we know that at least 7 million substandard dwellings re- 
quire replacement, and according to HHFA’s own data, about half 
of the families living in them are eligible for public housing. 

That ratio was substantiated yesterday in a colloquy between me 
and Commissioner Slusser concerning the agency’s experience in 
urban renewal projects presently underway in some 53 communities. 
It was indicated, I believe, that 262,543 families would be displaced 
over the next 3 years of which approximately 123,000 would be eligi- 
ble for public housing. The ratio is about what the President’s Ad- 
visory Committee on Housing reported more than 2 years ago. Mr. 
Slusser was discussing the very limited urban renewal program pres- 
ently underway in only 53 localities. 

Wouldn't 10 be hel fal, Mr. Cole, if lacking new data, your Agency 
reviewed the best jntormndiite presently available and told the Con- 
gress what it would take to do the job of making certain that some 
day every family is properly housed? Congress has stated its objec- 
tive of being reels that, and I believe you have stated your agree- 
ment with our national housing goal. 

I ask whether it would not be helpful ? 

Mr. Coxz. Yes, it would, Senator. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, ACCOMPANIED 
BY OAKLEY HUNTER, GENERAL COUNSEL, HOUSING AND HOME 
FINANCE AGENCY—Resumed 


Senator Lenman. Are you doing anything about it ? ee 
Mr. Cote. We are es great deal about it. We are examinin. 
t 


it constantly, Senator, within the limited means which we have, an 
I must stress to you the limited means which we have to do it. We 
do not have the means to do the job completely. We have asked for 
the means; we have been denied the means. e want to do it, and 
it should be done. 

Senator Lenman. Do you have the ag mi in 

Mr. Coxz. We have had two requests this year. One was for funds 
to perfect FHA underwriting standards by a limited program, which 
would not do the job you are thinking about, sir, in connection with 

neral housing research. The other was a request to appropriate 
funds to reimburse the Bureau of the Census for housing market de- 
mand surveys. This was knocked out. Neither one of them, in my 
judgment, would have been sufficient to do the job which you are 
talking about. ae 

The task which you are discussing, in my opinion, is one of great 
importance and one that would take considerable funds and technical 
advice of rts to do it. 
_ Now the Bureau of the Census has the personnel. They have the 
know-how, the information. Our agency has technical know-how 
and could work on it with the Bureau of the Census. 

We would be delighted to have it done. . 
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Senator Leuman. When you say you made the request, did those 
requests ever reach Congress ? 

Mr. Coz. Oh, yes. 

Senator Lenman. Or were they thrown out by the Budget Director ? 

Mr. Cote. No. The two that I mentioned did reach the Appro- 
priations Committee. 

Senator Lenman. Did you appear before the Appropriations Com- 
mittee ? 

Mr. Cote. Oh, yes. Surely. 

Senator Leaman. Mr. Cole, yesterday you indicated that 35,000 
units of low-rent public housing represents the demand—and I quote— 
“demand” for public housing from local communities during this and 
previous administrations. 

As I understand your definition of “demand,” I would assume that 
it would be measured by applications for such housing from local 
communities, not how rapidly these requests are processed after reach- 
ing the Federal agencies; is that correct ? 

Mr. Corx. If I understand your question, our basis for demand is 
the number of applications which are actually presented to the public 
Housing Administration ; yes. 

Senator Lenman. It is the demands you received ? 

Mr. Core. Yes, that is correct. 

Senator Lenman. Not those that you processed and report favor- 
ably ? 

Mr, Cote. The demands that actually come in; that is correct— 
applications. 

Senator Lenman. Well now, Mr. Cole, can you tell me or will 
you obtain for the record a statement showing the number of units 
applied for each year following the enactment of the United States 
Housiall Act in 1937 until the outbreak of World War II and the 
number-of units applied for under the Housing Act of 1949 through 
1951, by which. time the program had been practically stopped by 
legislation or lack of appropriations and by curtailment due to the 
Korean war? 

It would be interesting to know also how many units had been 
actually applied for durmg 1955 and for the first 3 months of this 
year. 

Mr. Corx. Yes, Senator. We will be glad to supply that. 

(The information referred to follows:) 


APPLICATIONS FOR Low-RENT PusLic HovusiNne PROJEcTS 


The United States Housing Act was approved September 1, 1937. A break- 
down of applications year by year are not available. However, by the end of 
1939 it was reported (Annual Report of USHA, 1939, p. 36) that funds. had 
been requested to cover assistance to some 413,000 dwelling units. 

All of the funds made available in 1937 were committed by the end of 1938, 
covering approximately 163,000 units. 

No further authorizations were made under the United States Housing Act 
until the amendments contained in the Housing Act of 1949. 


Number of units 
Fiscal year: applied for 


? The taking of applications was continued until July 5, 1952. 


From July 5, 1952, until enactment of the Housing Amendments of 1955 no 
new applications for low-rent housing were accepted by the Public Housing 
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Administration, except for a small number qualifying under the requirements 
of the Housing Act of 1954. 

Processing of units during fiscal 1956, pursuant to the Housing Amendments 
of 1955, has taken two forms. First, the release of planning funds for units 
which had been previously applied for and for which preliminary loan contracts 
had been executed; no expenditures for planning of these units, except those 
that could meet the conditions of the Housing Act of 1954, had been permitted 
since September 1953 in view of limitations upon annual contributions contracts. 

Secondly, new applications during fiscal 1956 are being accepted o..ly in limited 
number because of the backlog of localities which already have units under 
preliminary loan contract and because the present authorization to enter annual 
contributions contracts expires on July 31, 1956. 

Following is a summary of requests during fiscal 1956 through March 20, i%6: 


Number of Number of 
localities units requested 





Requests for release of funds under existing preliminary loan contracts. -. 158 33, 674 
New applicstion® presses... 2... 0k 65. dae WO i 53 9, 382 
New applications received but not yet processed 59 8, 341 


51, 397 


1 Includes 3 localities with both release of funds and new applications. 


Senator LenmMan. Yesterday, Mr. Cole, you indicated that the ques- 
tion of race was a major deterrent in moving ahead with the public 
housing program. 

Mr. Cotz. I am sorry, sir. I did not. You misunderstood me, I 
said it was one of the important factors in the inability of people to 
obtain housing. I did not relate it primarily to public housing. I 
would have a different answer if you asked me about public housing. 

Senator Lenman. I understood—— 

Mr. Coty. But I didn’t understand that was your question. 

Senator Lenman. That your answer referred to all housing. 

Mr. Corx. I see. But I didn’t think that was your question. 

Senator Lenman. That, of course, opens a very interesting and, in 
my opinion, extremely important problem in connection with our 
entire housing program. 

Mr. Corx. Very. I am ready to discuss it with you. 

Senator Lenman. Can you tell us just what you meant by your 
statement ? 

Mr. Corx. Yes. Very clearly. 

In my opinion, one of the major difficulties in obtaining housing for 
people now living in dilapidated areas and slum areas in the United 
States is the difficulty the Negro race and other minority races have in 
obtaining housing. This comes about from a number of reasons. 

One of the important reasons is that land is just not available to the 
Negro and other minorities. 

Senator Lenman. I didn’t get that. 

Mr. Corr. Land is not available to the Negro and other minority 
groups. They are restricted in many areas, sir, in their effort to 
obtain land to construct housing. 

This is a fact which is known by everybody having anything to do 
with housing. It is a fact. 

No. 2, they have had difficulty in obtaining financing. 

Those are the two major factors whioh 1 see with respect to the 
problem of the minority groups in obtaining housing. TI am talking 
now about privately owned, privately rented, and nonpublic housing. 
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Senator Lunman. Well, what are you doing about it? 

Mr. Coxe. I am doing all I can about it, sir. I have done in my 
judgment a great deal about it. I have called to Washington people 
involved in the problem. I have had conferences with builders, lend- 
ers, the people interested in this problem on both sides. I have dis- 
cussed it. I have done everything that I can to carry out the objective 
of providing more housing for these people. The Federal housing 
agencies have publicized the facts rev ealing that a good market exists 

» this field which should attract private enterprise. 

This seems to me to be an important and necessary job on the part of 
he Administrator. 

[ think T have taken a more active part in this problem than has been 
taken perhaps in the past. I have been very vigorous in pursuing the 
idea that we must provide housing for these people. 

Senator LenmMan. Well, now, I understand 

Mr. Core. You mean what am I doing about getting the locality to 
change their attitudes with respect to race? 

Senator LenmMan. Well, as a matter of fact, what you are doing with 
regard to enforcing the law with regard to existing or prospective 
projects gus aranteed by the Federal Government. 

Mr. Corr. We are enforcing the law completely. 

Senator Lenman. We know, of course, that as a result of the Su- 
preme Court decisions, the FHA guaranty loan program can no longer 
insure loans on housing where there are restrictive covenants. 

Mr. Cotx. Yes; that is correct. 

Senator Leaman. What I would like to know is what assurances do 
you obtain from the builders and lenders that the project housing 
guaranteed by FHA will be open to all people regardless of race? 

Mr. Cote. FHA does not make such a request. 

Senator Leuman. Does what ? 

Mr. Coir. FHA does not impose such a requirement. 

Senator Lenman. Why doesn’t it? 

Mr. Corr. Because they don’t believe it is the intent of the law. 
Congress has never authorized them to do so. 

Senator Leuman. Well, isn’t that a Supreme Court decision ? 

Mr. Coz. No, sir. 

Senator Lenman. Well, the decision was very definitely against per- 
mitting 

Mr. Coxe. Restrictive covenants. 

Senator Leuman. Restrictive covenants. 

Mr. Cote. That was not your question, sir. 

Senator Lenman. I think you knew the intent of my question. 
You understand the intention of my question. 

What are you doing to make certain that these builders do not in- 
voke restrictive covenants ? 

Mr. Coxe. Well, the FHA has a rule, sir, that they will not insure 
property that has restrictive covenants. That is enforceable and is 
carried out completely. 

Senator Lenman, Have you looked into the question whether they 
are invoking any restrictive covenants in the projects that have been 
financed with Government guaranties ? 

Mr. Corts. I think the answer would be “Yes.” 

Senator Lenman. Can you say that leaicatty I would-like 
to have the facts. 
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Mr. Core. Of course. I don’t operate FHA, but if you are asking 
me have they conducted a research which would examine every policy 
of insurance and every deed which might have restrictive covenants, 
my guess would be the answer is “No,” but it is a pure guess. It is 
like other restrictive covenants or contracts which are made with the 


Government. If a violation occurs, the FHA will undertake to en- 
force the regulation. 


Senator Lenman. I have no doubt that you have a great many com- 
plaints about this. 


Have they looked into those, and where they were found to have 
some merit or substance, were steps taken to correct the situation ? 

Mr. Corr. Senator, my judgment is that they have. 

Will you let me check just a second ? 

Senator Lenman. Yes. 


Mr. Corx. Senator, our counsel advises me that upon the closing 
of a loan and insurance by FHA, an affidavit is received and demanded 


by FHA to the effect that it is not in violation of the restrictive cove- 
nant clause. 


Senator Leuman. Would you please let us place in the record a 
copy of that? 

Mr. Cotz. Surely. We will have that for you, sir. 

(The information referred to follows :) 


STATEMENTS ReQuiIreD By FHA FRoM MorTGAGOR AND MORTGAGEE IN CONNECTION 
WitH APPLICATION FOR MorTGAGE INSURANCE 


1. Excerpts from FHA Form No. 2004c (revised October 1954): 


MORTGAGOR’S STATEMENT 


The following statements are submitted for the purpose of obtaining credit in 

connection with— 

{} An application for mortgage insurance. 

|_|] A member of a corporation organized under section 213. 

|) A purchaser of a property acquired by the FHA. 

[] An open-end advance. 

() A guarantor. 

() Other. 


WARNING 


Section 1010 of title 18, U. 8. C., “Federal Housing Administration trans- 
actions,” provides: “Whoever, for the purpose of * * * influencing in any way 
the action of such Administration * * * makes, passes, utters, or publishes any 
statement, knowing the same to be false * * * shall be fined not more than 
$5,000 or imprisoned not more than two years, or both.” 

(Do not sign the following certification until the statement has been completed.) 

This statement (including the reverse side hereof) is made by the undersigned 
for the purpose of obtaining the benefits of a mortgage loan to be or which may 
be insured under the provisions of the National Housing Act, and the under- 
signed hereby represents that to the best of his knowledge and belief, the state- 
ments, information, and descriptions contained herein are in all respects true, 
correct, and complete. The Commissioner and mortgagee may verify the state- 
ments contained herein by communicating with any of the persons or institutions 
named in this statement. These statements will otherwise be treated as 
confidential. 

The undersigned hereby certifies that to his (their) best knowledge and 
belief, no restriction upon the sale or occupancy of the property covered by this 
application, on the ground of race, color, or creed, has been filed of record at 
any time subsequent to February 15, 1950; and that, until the mortgage has been 
paid in full or the contract of insurance otherwise terminated, he (they) will 
not file for record any restriction upon the sale or occupancy of the mortgaged 
property on the basis of race, color, or creed, or execute any agreement, lease, or 
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conveyance affecting such property which imposes any such restriction upon 
its sake or occupancy. 

Nore.—tThe filing of record of such a restriction or covenant subsequent to 
February 15, 1950, will render a mortgage covering the property ineligible for 
mortgage insurance. 


(Mortgagor’s present address) (Telephone number) 
2. Excerpts from FHA Form No. 2007 (revised April 1955) : 
Commitment for insurance under section 203 
National Housing Act. 
To Federal Housing Administration: 
enclosed to cover first annual insurance premium. 


The undersigned declares to its best knowledge and belief that, at this date, 
none of the statements made in its application for insurance nor in the mort- 
gagor’s acknowledgment on this commitment is untrue or incorrect; that com- 
plete disbursement of the loan has been made to the mortgagor, or to his creditors 
for his account and with his consent, and that the lien securing the loan covered 
by said application has been recorded and is a good and valid first lien on the 
property described, and that, based upon its examination of the title evidence 
received by it, no restriction upon the sale or occupancy of the mortgaged prop- 
erty on the ground of race, color, or creed has been filed of record at any time 
subsequent to February 15, 1950, and prior to the recording of the mortgage 
offered for insurance. The undersigned also represents that, to its best knowl- 
edge and belief, the construction and/or repairs required by the terms of this 
commitment have been completed and paid for in full. 


(Signature and title of officer) 
Senator Leuman. And may I ask you, to again repeat my question, 


have you received complaints about this ¢ 

Mr. Coxz. I am advised that we have received almost none. 

Senator Leaman. What would happen if a complaint did reach 
you—and I am quite certain that many have—to make certain that 
the restrictive covenants have not been invoked by the builders? 

Mr. Coz. No. 1, of course, they wouldn’t grant the insurance. Now 
the question would arise if the insurance was granted upon a false 
affidavit. If the insurance is granted upon a false affidavit, I would 
assume that the Department of Justice would prosecute. 

Now whether or not FHA would cancel the insurance, I don’t know. 
I think insurance granted, sir, on deliberate fraud by the insured 
would be subject to cancellation, and it would be my opinion that it 
should be. However, where the mortgagor or builder was at fault, 
rather than the lender, the policy should be for the Department 
of Justice to prosecute for any misrepresentations, while the FHA 
would bar the guilty person from future FHA benefits. 

Senator LeHMan. What should be the policy ? 

Mr. Corz. That the insurance, if amet. upon a fraud and the 
fraud proven, that the insurance would be cancelable, or where the 
Nee rather than the lender, was at fault, that he be denied FHA 

nefits. 

Senator Lenman. Have there been any cases of that, sir? 

Mr. Cotz. No. Not that I know of. 

Senator Lenman. It is my understanding that about a year ago you 
held two or more conferences with representatives from private lending 
institutions and builders to discuss the problems of minority housing. 
Could you tell us what the result of these conferences was and what 
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progress had been made on this question as a result of these 
conrerences ¢ 

Mr. Coxx. If you are asking me, sir, how much progress was made 
toward the elimination of segregation in housing, I would say that 
we did one important and interesting thing. 

Senator Lenman. Did what? 

Mr. Cote. We did one important and interesting thing, and that is I 
brought together for the first time, I believe, for the first time in the 
history of the Government, I brought together people to sit around 
the table to discuss the problem. These people represented the various 
facets of the issue. By that I mean I had present home builders and 
lenders, the Urban League representatives, representatives of the 
NAACP, of the labor unions, mortgage lenders, and others of like 
categories on all sides of the issue, and all public and private interests, 
I think, involved. 

Interestingly enough, many of these people had never talked with 
— other about the problem nor with their counterpart in the 
problem. 

We sat around the table and discussed it in terms of what the problem 
wes. what we might do about it, what could be accomplished. 

The important thing derived out of the conference, in my opinion, 
was a minor one, perhaps, in your judgment, a major one in my own 
judgment, that is, that this problem can be discussed by people with 
differences of opinion, can iis discussed without prejudice, without 
inflammatory, derogatory statements used by either side, can be ap- 
— with an attitude of an attempt to decide to do something 
about it. 

This is the only real result that came out of the conference. 
Nothing tangible came out of the conference. A suggestion was made 
that we carry out additional conferences and studies about what the 
Federal Government could do and should do about it. 

I proceeded to attempt to set up a committee to help me process 
the problem to determine what could be done. The committee never 
met. I asked them to meet, but they never met. That was the end 
of that conference. 

We have had many conferences with public interest groups indi- 
vidually, private industry groups individually and separately. We 
have had many conferences individually with public interest groups 
and private industry groups individually. I find all of them deeply 
concerned about it, deeply interested in attempting to accomplish it. 
But when you attempt to bring them together to say this is what we 
ean and should do, Senator, we do not obtain any unanimity or even 
near a unanimity of opinion. 

Sentor Lenman. Mr. Cole, I want to make it very clear to you 
that I have every appreciation of the difficulties of your position. 

Mr. Coir. My difficulties are not at all mine alone. I have no 
special difficulties about this thing, only the ones that call for wide- 
spread joint effort. 

Senator Leaman. I am pressing you on this. 

Mr. Coxz. I think it is proper that you should. 

Senator Lenman. It is my wish to do so because—— 

Mr. Cote. And I will try to be very frank with you. 

Senator Leuman. Because here is a tp which is being 
carried forward exclusively on the t of the United States or by 
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appropriations from the United States, credit and appropriations 
in which all of our taxpayers and all citizens, regardless of race or 
creed or national origin, are involved. 

Therefore, I think that everything should be done affirmatively by 
the Government to make certain that where we can we move towards 
tearing down these barriers of discrimination. I know they have 
existed in housing; I know they exist today, and I think you wouldn’t 
deny that. I would want all possible steps taken to wipe them out. 

Mr. Core. I am in thorough accord with you, complete accord 
with you. 

Senator Lenman. What I am trying to find out is what you are 
doing. 

Mr. Coxe. I am telling you what I am doing, and I tell you that 
I am doing everything possibly that can be done, and I deny—I 
won’t put it that way. I say affirmatively that we are doing every- 
thing we can in this field. Congress won’t do anything further than 
we are doing, and we are doing everything we can do. 

Senator Lenman. Well, let me ask you this. I know that some 
minority groups wishing to buy property have great difficulty in 
obtaining adequate financing. The President, of course, as I under- 
stand it, now has authority, has the power to authorize loans from 
the special assistance funds of FNMA to assist minority families. Do 
you know of any single loan that has been authorized by the Presi- 
dent under the authority that has been given to him? 

Mr. Cote. The authority hasn’t been invoked. 

Senator Lenman. Has what? 

Mr. Corz. Has not been invoked. 

Senator Lenman. Has not been invoked ? 

Mr. Cotz. No. There has been no demand for a special-assistance 
program restricted to assisting minority families. 

Senator Leaman. The power is still there; the power has not been 
invoked ? 

Mr. Cots. That is right. 

Senator Lenman. Has any attempt been made to persuade the 
President to use these powers? 

Mr. Cote. The President has authorized several special assistance 
programs for designated categories of housing, for example, housing 
for displaced families, which will constitute major assistance to mi- 
nority groups. So far, however, we haven’t had any demand for a 
special assistance program restricted to minority families, 

Senator Lenman. No requests for help in assisting in the financing 
of these properties ? 

Mr. Cots. Yes. 

As Mr. McFarland, of our staff, has just pointed out, an interesting 
thing has occurred in the VHMC, cclendans home mortgage credit 
program. We provide there for assistance of minority groups. We 
have had 1,700 applications, 

For some reason which I am unable to explain, Senator, the appli- 
cations are extremely small; the number of applications are ex- 
tremely small. 

Senator Lenman. Did I understand you to say 1,700? 

Mr. Corn. Yes. 

Senator Lenman. Is that small? 

Mr. Cotz. Yes; very small, in my judgment—comparatively so. 
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Senator Lenman. But none has been granted ? 

Mr. Core. Oh, these applications from voluntary home mortgage 
credit were all granted, all granted. When I say it is very small, it isn’t 
small in relation to the time of the program. I am saying that 1,700 
applications granted is small compared to the number of Negro 
families in the United States. 

Senator Lenman. No. I was referring, of course, to the special 
assistance funds of FNMA. 

Mr. Coz. Yes. I know. 

Senator Leuman. You say there are no applications under that? 

Mr. Cotz. None that I know of. 

Senator Lenman. Could you check on that, please? 

Mr. Coz. I will; and may I say further that if there is a real 
demand for it, we will see that it is done. There is no effort at all 
to hold back on the special assistance funds when it is necessary to be 
used, sir. We will move into it. 

Senator Lenman. Mr. Cole, the record of previous hearings and 
the report of the President’s Advisory Committee on Housing show 
that you had a continuing concern in behalf of securing adequate 
housing for so-called minority families. I believe that great hope 
was held out for improvement in this area under sections 220 and 221 
of FHA. I believe it was represented that section 221 housing was 
going to reduce the need for public housing. I believe that we were 
assured that the special assistance funds of FNMA to which I just 
referred would be of special help to make funds available to families 
of minorities. 

Now what has happened to that? 

Mr. Coxz, Section 221 has not worked at all. We haven’t had 
any applications for it. My judgment is that the reason for it was 
that Congress in its good judgment decided not to give us what we 
thought was necessary to make it work. We are now asking again 
that that be accomplished. I hope it will be. 

In announcing it originally I said it was an experimental program. 
We hoped it would work. But it did not work with the limitations 
which Congress put into the program of section 221. 

In our recommendations today or yesterday, we have again requested 
Congress to give us these additional flexible authorities in section 221. 
These include 40-year mortgage maturities in place of 30 years and 
$200 downpayments including closing costs, in place of the 5 percent 
comer requirement. I would still say that it would be experi- 
mental. 

Senator Lenman. Well, as to public housing, just what is the 
problem? Is it that open occupancy in an ever-increasing number of 
cities means that local committees would prefer to maintain existing 
slums rather than have the races live together in public housing com- 
munities, or is the problem of securing sites too difficult? Finally, I 
think this is an interesting question : opponents of public housing 
stirring up racial tensions? 

I wish you would explain what the difficulty is. I know that the 
demand is there, and yet you say that you haven’t had the demand. I 
would like to know what is back of all of this. 

Mr. Core. Senator, I have traveled over this cons the last 3 
years. I have been in all sections of the country. I have talked to 





HOUSING AMENDMENTS OF 1956 259 


mayors and governors and city officials and local public housing 
authorities and committees interested in this problem. I say to you 
that on the basis of my study and my discussion I think the demand is 
being met. Iam talking about the demand. I say that based on what 
I know about the demand in these cities. 

Now you ask me what are the difficulties. If you are asking about 
the difficulties that concern race, that has to do with the difficulties 
in the locality. This is the problem of the people in the locality. If 
they want integrated housing, they have it. If they don’t want it, they 
don’t have it. 

Senator Lenman. I am very hopeful that we will have authoritative 
figures from you as to the actual demands because the figures that you 
gave us yesterday would certainly not indicate that the demand was 
even slightly met by 35,000 housing units. 

Mr. Coir. Of course, my interpretation of the figures is different 
than yours. 

Senator Leuman. Yes. But your figures on just the one item that 
families that would be displaced over the next 3 years is in excess 
of 35,000. The figures you gave are 262,543 families, and there have 
been in addition 542,000 applications—this is testimony given by Mr. 


Slusser I am quoting from—of which 255,981 are under annual con- 
tribution contract. 


Mr. Corz. Senator, may I suggest-—— 

Senater Lenman. They don’t fit at all. 

Mr. Corxz, Of course, they don’t figure the way that the Senator has 
related the two figures, but if I may submit for the record, the figures, I 
will be happy to do so, I think the relationship of the figures you 
mentioned isn’t quite accurate. 

Senator Leaman. These are for the record. You have already 
given them for the record. Let me say this to you: I don’t claim to 


know the situation on a nationwide basis, but I do know what the 
situation is in New York. 


Mr. Coz. I know it is very bad. 


Senator Lenman, I am quite certain—I make this as an authorita- 
tive statement—that in New York State alone, if it were possible to 
obtain a figure substantially larger than 35,000 public units you made 
reference to, that situation would be welcomed by many of the mayors 
ane by many of the communities. I am only talking about New York 
State. 

Mr. Corz. I appreciate that. 


Senator Leman. That is only one-tenth of the country. What per- 


centage of the 35,000 units do you estimate would be restricted to 
minority families? 


Mr. Cote. Be restricted ? 

Senator Lenman. Available to minority families if they are housed 
primarily on the basis of need. 

I mean, in other words, in these housing projects, the niggardly 
amount of 8,000 which you have given to New York State, what per- 
centage of those would be used for minority groups ? 

_Mr. Cotz. That would be according to the allocation policy of New 
York City and New York State. 
Senator Lenman. Well, what? 
Mr. Coz. I don’t know. 
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Senator Lenman. You must know that. You must know what the 
situation is now with regard to those. 

Mr. Core. I don’t know what it is in New York State. Generally 
speaking, I think the minority groups occupy approximately 41 per- 
cent of the public housing units. Whether that is higher or less in 
New York City and whether it is a result of restriction on the part 
of New York City or New York State, I am sure I don’t know. 

Senator Lenman. What I am trying to bring out is that it is another 
step toward segregation, toward the recognition of segregation, toward 
the growth of segregation when the number of available public housing 
units is so small, and I believe this could be overcome if we had a 
larger number of units. 

Mr. Corr. Let me make it very clear I do not believe in segregation. 
I don’t think it is right, and I don’t think there is any color to the Fed- 
eral tax dollar. I want that made very clear. This is my attitude. 
That is what Iam trying todo. But I don’t think that I am going 
to come up to New York City and tell you what you are going to do 
in your city about your housing. I doubt it. 

Senator Lenman. Oh, I realize that. I am sure you would always 
be very welcome in New York City. 

Mr. Core. I appreciate that. 

Senator Lenman. But I don’t expect you to come. 

Mr. Cote. I will carry out the law. 

Pardon me, sir. I will carry out the law to the very best of my abil- 
ity, but I don’t believe that the law gives me the authority to come in- 
to New York City and tell you what you should do about your segre- 
gated housing, and you have it in New York City, sir. 

Senator Lenman. Nobody has suggested that, but I think it is a 
fact that if instead of a niggardly 8,000 we were able to obtain a rea- 
sonable number, if Philadelphia were able to obtain a reasonable num- 
ber, and Baltimore were able to obtain a reasonable number, and 
Boston and San Francisco and Los Angeles, I think you would do away 
with the actual segregation that is now resulting from the very fact 
that our cities cannot obtain sufficient low rent public housing to meet 
the needs of all families who are seeking such housing. 

Have you any figures as to what percentage of private housing is 
one available to families of minorities and in what income 
orackets ¢ 

Mr. Cotx. No, I think not. Dowe? No. 

Senator Leuman. Could you have that? 

Mr. Coir. No, I think that is not obtainable. 

Senator Lerman. You would not have that. 

I again want to press this one question: Could you tell us in greater 
detail than you already have what the administration has done or is 
doing to assist families of minorities to obtain. housing in any and 
all income groups? 

I am not referring to what I know exists in the administration, 
the educational, the racial relations service. I want to know what is 
being done to obtain tangible results in permitting people, minority 
groups, to achieve proper shelter. 

Mr. Cots. I would start first with the Voluntary Home Mortgage 
Credit Committee, which is a program to assist minority groups to 
obtain housing. This has been as a program an extraordinarily suc- 
cessful one, although it is true, as I said before, that the number of 
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minority housing loans made through this committe are compara- 
tively small by comparing the number of loans with the total number 
of Negro and other minority people in the United States. But it is 
moving in that direction, and in my opinion will move very vigor- 
ously and progressly into this field. It brings into the field private 
lenders who have heretofore not had the opportunity to expand in 
this field explicitly and specifically in the field of minority housing. 

Heretofore, private lenders have been receiving applications over 
the counter and making them without any particular regard, I believe, 
to whether or not they were doing a job with respect to minority 
housing. I think this is a statesman-like attitude on the part of 
private lenders, and I think it is a good movement, small though it 
may be. 

Secondly, we are through FNMA, I think, assisting minority people 
to obtain homes because FNMA once more does not look at whether or 
not the house is in a segregated or nonsegregated area, whether there 
is open occupancy or not open occupancy. It takes the loan, and this 
would assist people in the minority groups. We are expanding that. 

In our racial relations service, we have a man who is very much 
interested in doing a great deal of work with lenders and others in 
the field to encourage them to do something about granting loans and 
securing land for the minority races. 

This is part of the operation which these people carry out by going 
into cities, discussing with the communities their problem, and point- 
ing out facts as to the employment, income, housing need and other 
factors which indicate that a real, economic market exists which it is 
practical for builders and lenders to serve. 

We find a great interest in this problem throughout the United 
States, an extraordinary interest, as a matter of fact, and may I say 
to you, sir, that I think it is an interest that I did not realize was as 
strong as it is: the desire to help the minority races, Negroes and 
others, to obtain housing. This is not in any one segment of the geo- 
graphical area of the United States; it is all throughout the United 
States, North, South, East, and West. There is a great movement, 
I believe, to accomplish this. These generally are the things which we 
are doing to try to increase the housing for the minority races. 

Senator Busn. Would you say that that movement has become more 
apparent in the last few years ? 

Mr. Corz. Senator, there isn’t any question about it, in my judgment. 

For instance, I never before knew of any of the major industry 
groups to take a specific special interest in this problem and make 
it a part of their programs, setting up staff in order to accomplish 
this objective. These may seem to be minor things, but to me they 
are significant straws in the wind, showing that there is public opinion 
to try to doa job in this field. 

Senator Busu. Admitting that there is still considerable distance 
to go, there is no question about that. 

Mr. Core. I used the word “straw” advisedly. 

Senator Busn. Yes; but it does seem as though in the last 2 or 3 
years there has been a better attitude toward this problem than in 
previous years. 

Mr. Corr. Senator, we haven't solved the problem. We haven’t 
come even close to solving the problem, and it would be great error 
for me to indicate that we have solved the problem. If I do say any- 

75333—56—— 1 
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thing here other than the fact of my deep interest in it, it is that we 
need the effort on the part of everybody in this country to try to solve 
this most difficult and complex problem. 

Senator Busu. I agree with that. Let me ask you this: Do you 
have any figures which would suggest what percentage of public 
housing 1s now occupied by this so-called—— 

Mr. Cote. Forty-one percent. 

Senator Busu. Forty-one percent. That has been put in the record. 

Mr. McFar.anp. This was in Mr. Slusser’s testimony yesterday. 

Senator Busu. Yes; I thoughtso. Forty-one percent. 

Senator Leman. This race relations service in your administration 
can do important and constructive work, but have you wr figures 
at all, or could you make an estimate of how many people in the 
minority groups were actually aided to get shelter through their 
efforts ? 

Mr. Corr. No. 

Senator Leman. I think it is important, of course, to bring about 
a better understanding among groups. I am not minimizing the 
importance of that. 

Mr. Cots. No, Senator; we don’t have that. 

Senator Lenman. But I would like to know what efforts have been 
made to really obtain shelter for these people. 

Mr. Coxe. No; we have no records of that, partly because our broad 
research program has been cut off and partly because our application 
forms and similar sources, of course, make no reference to race. 

Senator Lenman. Now let me ask you this: I stated a little while 
ago that I believe that, of the persons displaced by slum clearance on 
urban redevelopment, somewhat more than half were eligible for 
public housing, to use the facilities of public housing, and of that, 
55 percent were Negroes. 

That is your estimate, but have you ever obtained any authoritative 
figures from the large cities, such as New York, Philadelphia, Chicago, 
Norfolk, Washington, Los Angeles, San Francisco, and others, show- 
ing what has happened to the minority group families that have been 
displaced from their homes by this urban redevelopment ? 

It is a matter of great interest to me, because I just don’t know 
what these groups have done after they were chased out or forced out 
from their homes by slum clearance. 

I am just as enthusiastic about urban redevelopment as anyone else, 
but when we undertake such programs, which I believe it is our duty 
to do, we have to make sure that the people who have been displaced 
have some place to go, and I have never ee satisfied that they have. 
In fact, I know that in many cases they have not. 

Mr. Corz. Senator, this is, in my judgment, one of the most difficult 
parts of the urban renewal, slum clearance, redevelopment program; 
and I have said time and time again that we are not going to sweep any 
people under the rug, and I mean it. 

This is a very — thing to say, but very difficult to carry out. It is 
our firm desire and our firm conviction that we are not going to 
permit slum clearance and urban redevelopment programs carried out 
unless the people are properly and decently rehoused. 

We require at the time of the entering into a contract a plan set up by 
the community showing us how the displaced people will be rehoused. 
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Some years past, the plan was submitted, the clearance occurred, the 
people were dispossessed under this plan, but no followup was had of 
those people who relocated themselves without making use of the local 
public agency’s relocation aids. We now have instituted a new regu- 
lation which requires us, the Agency, to check into and require the 
local public authority and the community to follow up to determine 
whether or not the person displaced has been decently housed. 

The Urban Renewal Administration is now conducting a study 
along this line. 

It is my judgment, not based upon statistics, that the program has 
not been carried out perfectly. Maybe I should even say satisfactorily 
to me. It ought to be improved and is being improved. But to give 
you statistics about it, the answer is they are incomplete with respect 
to many of the families which relocated themselves. We don’t have 
the statistics concerning housing to which these families moved. This 
is not available, but we are compiling statistics concerning the reloca- 
tion of the vast majority of displaced families and hope to have them 
available to you. They will be made available as soon as we develop 
them. They will cover the period through September 1955. 

Senator Busu. I would like to just cians Chairman, we have 
a very important project underway in New Haven, Conn., which is 
our second largest city, and I have taken some pains to inquire into 
that situation with the mayor of New Haven and with the Housing 
Administration. I can confirm that in that very large redevelopment 
project, which incidentally we hope will become a model for the East 
on what can be done—I have little doubt that it will be; people will 
make pilgrimages to see what really can be done in a big way. 

Mr. Coz. Excuse me, sir. I didn’t mean to interrupt. People 
are not thrown out bodily from these slum-cleared areas. An op- 
portunity is given, a great deal of groundwork is laid, visits are made 
with them, efforts are made to select and find housing for them. I 
think a good example of it is bebe een. 5 n 

I think here in a they did an excellent job on rehousing 
the people who were displaced from, was it the Southwest area. An 
cutstanding job was done. 

The program is not perfected, but great steps have been made to 
keep it effective. 

Senator Busu. I just wanted to conclude my comment that it seem- 
ed to me from inquiry that very considerable care was being taken in 
this instance, which I am familiar with, to do a very sympathetic and 
careful job to relocate these families that are being pushed out of the 
very bad slum areas that are being redeveloped there. I would think 
that might be very typical of what the Administrator is saying. 

Senator Lenman. My understanding is that a substantial number 
of these slum-clearance and urban-renewal projects have been held up, 
delayed, a considerable length of time because of the inability to find 
places for the dispossessed to move. 


Mr. Corz. I would agree with you, Senator, that it is certainly one 
of the problems in delay. I would not agree, however, that it is the 
—_— problem of neg 

Senator Lenman. But it is one of the important problems ? 

Mr. Corx. It certainly is. 
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Senator Lenman. Wouldn’t that be pretty good evidence that you 
need more public housing so these people can be moved? They can’t 
be moved into $200-a-month apartments. 

Mr. Cote. I doubt very much if it is the public housing feature, with 
this exception, sir: I am here today and yesterday asking this Congress, 
begging this Congress to give us 35,000 public-housing units because I 
am thoroughly convinced we cannot do, sir, we cannot do slum clear- 
ance without public housing. We can’t do it. That is the reason | 
amhere. That is what I am talking about. 

But I think that we can do it and we can clear slums based upon the 
program of public housing which we have suggested. Now maybe we 
can’t. Your opinion is apparently that we need 200,000. We are cer- 
tainly not going to clear that many a year, at least in some considerable 
period of time. 

Senator Leuman. I think I can prove my point on this thing almost 
mathematically. You say there has been considerable delay in under- 
taking these slum-clearance projects because they have not found 
places in which they can house the dispossessed. If that is the case, 
plus the fact that the numbers are eet very much larger, con- 
siderably larger than the total amount asked for, plus the various 
other things which run into many hundreds of thousands of rooms, it 
would seem to me that it is, unless I have proof to the contrary, which 
I have not had yet, it is mathematically certain that you need more 
housing. 

I don’t say that the President is going to give us more housing or 
that the Congress is going to. 

Mr. Core. Or that the people want it. 

You know, I say that the people don’t want any more. Did you 
know that? I say the people don’t want any more because I believe 
Congress is responsive to the people. I believe Congress represents 
the people, and I believe Congress will do it when the people want it. 
I don’t think the people want it. 

Senator Lenman. Certainly no indication was given that the people 
do not want more. ~ You have already referred to this large number of 
housing application which you have received, the large number of 
applicatitons for units which you have received, which is several times 
the number which you recommend—— 

Mr. Core. No. 

Senator Lenman. I do not say you could control Congress. You 
cannot, of course. I cannot, either. But I say this, 1 think, with 
considerable authority, that Congress, not always but usually, is going 
to listen to the recommendations made by the head of the department, 
the head of the bureau. Certainly they will listen to the recommenda- 
tions made by the President. 

They do not always follow what is recommended, but where a head 
of a department says, we do not need more than 35,000 units of public 
housing, and that comes to the Congress, a lot of people who are some- 
what hesitant about a larger program use that as an excuse. It is the 
same way as when the President of the United States says we do not 
need more money for defense than X number of millions of dollars, 
which I think is entirely wrong, it is going to be very hard for the 
Congress to go contrary to that. And when that is reinforced by the 
Secretary of Defense, of course it makes it almost impossible. 
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The same thing holds true in the case of your department, your 
administration. When you say that only 35,000 units are all that are 
necessary, it of course is a handicap which is very difficult to overcome. 

I am just trying to get you to say just what you believe the people of 
the United States really need. 

Mr. Corz. I will be happy to make a statement as to what I think 
the people of the United States need. Every family in the United 
States needs and should have a decent, sanitary home. They certainly 
should have it. Every single family in the United States needs that 
and should have it. Very simple. 

Senator Busu. Mr. Cole—— 

Senator Lenman. Waita minute. At reasonable prices which will 
not be too costly for the Government. None of this program is costly 
to the Government, so I cannot see why there should be any holding 
back in using much more rapid steps, much more vigorous steps if 
[ may say so, to at least make progress in alleviating the needs of the 
people. This is not costing the Government anything. 

Mr. Cote. Except a few million dollars every year. 

Senator Lenman. What? 

Mr. Coie. Except a few million dollars each year. 

Senator Lenman. Yes; but you testified yesterday 

Mr. Coin. That is not the real point. I mean, from my point of 
view the actual point of the dollar value, the dollar amount, I am 
not talking about that. 

Senator Lenman. No, let me say: You said if you listen to what 
the needs of the peopls are you will find that they want decent housing. 

Mr. Corx. Surely. 

Senator Lenman. I agree with you, but I cannot see why they 
should not get decent housing. 

Mr. Corz. I do not either. 

Senator Lerman. Why not let us get together and do it? 

Mr. Corz. I do not know; I would be delighted to. I want to. I 
have the same objective you have. I want to do it. 

Senator Lenman. If you recommend 200,000 public housing units, 
it would be very helpful. 

Senator, any more questions? 

Mr. Cotz. Senator, may I interpose ? 

Senator Busu. Yes. 

Mr. Corz. I have to catch a 3: 05 plane. 

Senator Busu. Yes. I have no further questions. 

Mr. Corz. No, go ahead. I do not want to cut you off. 

Senator Busu. I would just like to observe from what Mr. Cole 
said yesterday and from what I have heard today, that it is a little 
late. But certainly he has reflected constantly an awareness of the 
need. He said yesterday that there were 8 million people in this 
country who need housing, and you and I know that that is probably 
a fair estimate. At least I am willing to accept it. I agree with the 
Senator, as I did last year, that I would like to see a much larger 
authorization than that which is in this bill, I shall attempt to support 
a larger authorization. 

But I do think that Mr. Cole has been very sympathetic to this need 
himself and is in a very difficult position in trying to reconcile a very 
sympathetic attitude toward the problems with the realities of the — 
case which the House of Representatives faces each year. Last year, 
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as the Senator knows, they rejected our amendment. In fact, they 
did not have anything in their bill, so we had to settle for a very 
modest compromise on it. ; 

But I do feel that the record should show some appreciation of 
the attitude of this administration toward this. They are faced, 
unfortunately, with some real facts that are very difficult, to deal 
with, and the principal one is the House of Representatives. 

I certainly want to assure the Senator—I do not know about his 
200,000; last year it was 135,000—that I will be very glad to support 
that again myself. 

Senator Lenman. I know you are in a hurry, but I want to ask 
you just one question, then you can get away. 

We have discussed these very serious and pressing problems of 
phates. . adequate housing for minority group families, and you 

1ave expressed yourself as being sympathetic to this and I am sure 
you are. 

You have placed the blame—not the blame, the decision. 

Mr. Core. It is not the blame, Senator—on Congress. 

Senator Leuman. I withdrew “blame.” I said you placed the de- 
cision 

Mr. Cotz. No, I am sorry; I do not place the decision on Congress 
alone. The decision is mine as well as Congress’. The decision is 
that of the people of America as well as the people of Congress. I do 
not place it on Congress, I place it on the Executive as well as Congress 
and on the people of this country. This is not your decision or mine 
alone. This is the decision of America. And this is not a speech; 
this is the truth. 

Senator LenmMan. Well, of course we cannot take the vote of the 

eople. 

. Mr. Cote. I accept full responsibility 

Senator Lenman. We cannot have a referendum of the people of 
the country. My guess is that the vast majority of the people of 
the country want adequate housing, which they are not getting. 

Mr. Cox. Of course. 

Senator Leuman. You may or may not agree with that. 

Mr. Cotz. I do. 

Senator Lenman. So I absolved oe by saying that you og the 
responsibility on the Congress, and I am willing to accept that. But 
now, whether you place the responsibility on Congress or not, it is 
the decision of Congress that is going to be controlling in this matter. 

Have you any recommendations to make in terms of legislation in 
order to assist you as HHFA Administrator to carry out a program 
which will work toward the solution of the minority housing crisis 
in which you have assured me, and I accept your assurance, you are 
deeply in sympathy with. Have you any? 

Mr. Cote. None except those we have already. presented which are 
in general terms and which, in my judgment, will greatly alleviate 
the problem. No other recommendati no. 

Senator Lenman. That is all you have ) 

Mr. Corz. Yes. 

Senator Lenman. I was in hopes you would give us some further 
suggestions—— 

Mr. Cour. T understand. 





HOUSING AMENDMENTS OF 1956 267 


Senator Lenman. To make it possible for you to carry out your 
own sentiments. 

Mr. Cotz. Yes, I understand. 

Senator Leaman. Thank you very much, 

Mr. Core. Thank you very much, Mr. Chairman. 

Senator Leuman. Mr. Carter is going to place some things in the 
record. 

Mr. Carrer. Senator Lehman wants to have placed in the record 
an excerpt from the Fourth Annual Report of the Housing and Home 
Finance Agency, for 1950, entitled, “Meeting Special Housing Diffi- 
culties Confronting Minorities,” appearing on page 101 through 104 
of that report. 

(The excerpt referred to follows :) 


F. MEETING SPECIAL HOUSING DIFFICULTIES CONFRONTING MINORITIES 


In the past decade, the effort to expand the volume and improve the quality of 
housing available to racial minorities has increasingly become recognized as a 
major area of housing stress. This will continue to be so until housing oppor- 
tunity to all can be more nearly equalized. It is generally recognized that 
Negroes and other minorities experience special difficulties in acquiring decent 
housing, beyond those which confront other groups. Restrictive practices, in- 
volving land use and lending policies, community attitudes, and other related 
factors, have operated generally to limit the supply and quality of housing 
available to minority groups and to induce disproportionate overcrowding, often 
under deteriorating slum conditions. All these factors are intensified when 
housing is in short supply, and especially in a period of defense mobilization. 

A prime objective is to secure more extensive effort on the part of private 
capital and enterprise in expanding and improving the supply of housing avail- 
able to minority groups—an area of the market most generally neglected in the 
past—and, thus, to enlarge the production of decent housing available to such 
groups at prices and rents more nearly suited to their needs and ability to pay. 

Extremely difficult, complex, and sensitive problems of minority group partici- 
pation are to be faced, particularly in the Nation emergency programs for de- 
fense mobilization, as well as in long-range programs such as slum clearance and 
urban redevelopment projects.. In these situations, usually a higher proportion 
of the families to be relocated from slum project areas are Negroes or other 
racial minorities, and frequently thore is no adequate housing available to them 
elsewhere in the community. 

A Racial Relations Service, headed by an assistant to the HHF'A Administrator, 
with a small staff, is responsible for advising on racial implications and con- 
siderations in the development and execution of Agency policies and programs 
and for maintaining liaison with minority and other group leadership and or- 
ganizations interested in minority groups aspects of the Agency’s programs and 
operations. This service is maintained to provide specific assistance to the 
Agency and its constituents in implementing the Federal policy of nondis- 
crimination in employment and in mobilizing private and public planning, 
financing, and construction resources at local, State, and national levels to over- 
come the added housing difficulties faced by minorities and provide expanding 
opportunity for racial minority groups to attain standard housing in accordance 
with their needs and ability to pay. 

This responsibility is discharged principally by (1) planning approaches and 
methods for specific assistance to private developers, lenders, local officials, and 
community leaders; (2) advice and assistance to the Administrator, his prin- 
cipal staff, the National Housing Council, and the commissioners and staffs of 
the constituent administrations regarding the racial minority implications of 
their policies and procedures; and (3) cooperating with minority groups and 
other interested organizations and leadership in gaining the active assistance 
of all elements of the community in improving and expanding the housing sup- 
ply available to minorities. The consistent objectives are to assist in defining 
the problems accurately and objectively, devising practical techniques to meet 
these problems, reviewing and evaluating agency operations, effecting helpful : 
adaptations of policy and procedure, anticipating and forestalling the rise of 
racial problems and overcoming them when they do arise. This service will 
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continue its method of doing business, with continued emphasis upon the de- 
scribed functions and the present organization carrying the workload until such 
time as the role of housing in the ensuing national defense emergency is further 
clarified. 

1. Objective definition of distinctive dificulties in housing minorities 


Collabortion with the Division of Housing Research on delineation of minority 
groups implications and considerations in the planning and allocation or conduct 
as well as appraisal and dissemination of findings, of housing studies, surveys 
and reports such as; population shifts and distribution; dimensions of the 
effective market ; estimates of housing requirements, condition of housing, income 
and rent or purchase price relationships ; mobility and filtration processes within 
nonfarm areas; extent and impact of nonfarm land use restrictions, financing 
practices, credit or other controls, and intergroup adjustment and relations in 
housing, with particular reference to equalizing the opportunity of minority 
<roups in acquiring decent housing within their means. 


2. Development and execution of techniques to overcome problems 


From the inception of this Service, it was found that basic techniques to im- 
prove and expand decent housing opportunities to racial minorities had to be 
continuously revised to meet the changing conditions involved in devising ap- 
proaches to local realtors, developers and lenders, coordinating their interest 
with city officials, planning bodies, local housing authorities, redevelopment agen- 
cies, representatives of CFS, DSCUR, PHA, FHA, and HLBB, and with com- 
munity leadership of both majority and minority racial groups; encouraging and 
reinforcing minority group builders and lenders; assistance with land acquisi- 
tion and mortgage financing; promotion of the FHA cooperative housing pro- 
gram; enlisting community understanding and cooperation for sound develop- 
ments ; mobilizing private and public endeavor at local, State, and Federal levels 
to aid private builders and lenders. Growing emphasis upon these activities 
will follow as national defense mobilization proceeds. 


3. Review and evaluation of agency operations 


Adaptation or initiation and analysis of field reporting systems; consultation 
with administrative officials of local, State, and Federal levels ; recommendations 
of necessary adaptations or changes in established policy and procedure, includ- 
ing FHA aids to private developments, HLBB aids to savings and loan associa- 
tions, PHA low-rent housing policy; CFS aids for local public facilities, and 
DSCUR procedures, particularly as applied to relocation and redevelopment; 
participation in decisions on disposition of war housing; and consistent advice 
to Agency officials on the needs and viewpoints of minority groups. 

Currently, with the levels of concern and approaches in resolving minority 
groups problems lifted by recent Supreme Court decisions and accentuated by 
international considerations, these basic activities in the operations of this 


Service will be further heightened and expanded by evolving national defense 
mobilization. 


5. Consistent liaison with leadership and organizations concerned with minorities 


Among key activities of this Service, forming the basis of a continuous chain 
of activity, are: interpretation of programs and policies—potentialities and 
limitations ; cooperation with industry and consumer groups in the planning and 
development of their housing and community development programs; liaison 
with minority group publishers, press services, publications; assisting in de- 
veloping and executing demonstration or “pilot” programs for all types of group 
meetings or programs involving housing policy and programs; interpretation of 
minority group reactions and viewpoints to the Agency. 


5. Coordination of functions and operations of OA-RRS in relation to the HHFA 
constituents and other OA divisions and subdivisions 


A primary activity involves this Service in the assembly, evaluation and 
sharing of experiences and techniques utilized ; development of consistent policy 
and procedure; coordination between private and public endeavor ; training and 
development of advisers; provision of supplementary field assistance from OA. 
Appointment of an administrative officer for minority group housing by FHA, 
enabling heightened coordination activity with that office, and additional central 
office and field racial relations personnel in the constituent agencies call for 
increase in such activity. 
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6. Assembly and dissemination of experience in housing minority groups 

This Service is continuously engaged in assembling and analyzing experience 
in planning, land assembly, financing, development, tenancy and management 
of public and private properties involving minority groups; and in compilation 
of a city data index of a wide variety of relevant facts and information on hous- 
ing and related problems and conditions among racial minorities. 

These data and their implications are for use in day-to-day operations and 
appropriate publication as appears warranted. Such documents as Selected 
References on Housing of Minorities, April 1950, and Nondiscrimination Clauses 
in Regard to Public Housing and Urban Redevelopment Undertakings, will be 
revised and published at least once annually. 


Mr. Carter. Also, Senator Lehman wishes to place in the record an 
excerpt from the Eighth Annual Report of the Housing and Home 
Finance Agency, for 1954, a section entitled, “Racial Relations,” ap- 
pearing on page 31 and 32 of that report. 

(The excerpt referred to follows:) 


RaciaL RELATIONS 


The special difficulties experienced by Negroes and other racial minorities, 
quite beyond those which confront others in acquiring decent housing, have 
diminished somewhat in the last few years. The impact of the Supreme Court 
decision in the school cases in May 1954, and increasing knowledge that Negroes 
are satisfactory credit risks and do not generally decrease the value of proper- 
ties which they occupy, have helped to improve their position in the housing 
market. 

The Agency took several progressive actions during 1954 which have brought 
nearer a full solution of the crucial and critical housing problems facing minori- 
ties. These include: 

1. Steps to assure that aids, assistance, and services available to the general 
housing market are made fully effective in the minority housing market. 

2. Persuading home builders and lenders to accept a fuller measure of their 
responsibility to serve minorities equally, resulting in the creation of minority 
housing committees by the National Association of Home Builders and the Mort- 
gage Bankers Association to plan and spearhead enlarged activity on this front 
by their memberships. 

3. Sponsoring an advisory conference on housing for minority families which 
was attended by some 40 leading representatives of home builders, mortgage 
lenders, real estate boards and brokers, and civic, social, and religious groups. 

4. Organizing the national voluntary home mortgage credit program, under the 
Housing Act of 1954, which, along with increasing the flow of mortgage money to 
undersupplied areas, provides assistance to minority families in obtaining financ- 
ing for the purchase or construction of new homes. There are minority repre- 
sentatives on the 14 regional committees representing regions in which minority 
groups constitute appreciable proportions of total population. 

5. Reorganizing and expanding the Racial Relations Service in the Office of 
the Administrator and the constituent agencies, including the establishment of 
a Racial Relations Coordination Committee consisting of the top racial relations 
officers of the Agency and the creation of a regional racial relations post in each 
of the six regional offices of the HHFA. 


Senator Lenman. I want to put in the record a table showing the 
number of applications processed from February 1955 to January 
1956 and loans placed from April 1955 to January 1956 for minority 
housing under the voluntary home mortgage credit program. 
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(The table referred to follows:) 


ASSISTANCE RENDERED IN Proviptnc FHA-INSURED AND VA-GUARANTEED Loans 
on HousSING AVAILABLE TO MEMBERS OF MINORITY GROUPS 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


TABLE I.—Applications processed for individuals 


Loans placed 
Applications rp nr as percent of 
processed institutions applications 
processed 





February 1955 _ - 
March... oi 
April... ; 
ital 
MEDS ceced 
July - 

August 
September 


100.0 
20.0 


November 
December : 
FEY Tn Sb be ocd dwccswcanbcbase~ntigaksocdtdibiiee te 
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' Represents 4.4 percent of all individual applications processed. 
* Corresponding figure for individual applications of others than members of minority groups: 41.3 percent. 


Tas.e II.—Loans placed for builder applicants’ 


! 
FHA-insured | VA-guaranteed | Total 


15 


2118 
138 


391,201 


! 1 application from a builder for assistance in obtaining mortgage loan commitments for homes to be built 
may involve any number of loans; hence, no placement ratio can be computed. Special records are main- 
tained for projects of 20 or more units, however, and of 78 such applications received, only 2 have not resulted 
in the negotiation of loan commitments. Of the 76 applications for which loan commitments have been 
obtained 3 were for open occupancy. 

2 Includes 1 lean of $325,000 on rental housing project of 200 units iat ee construction). 


3 A substantial additional number of loans is being negotiated as plans or construction proceed. 
Only firm commitments are reported. 


Senator Lenman. Then the hearing is recessed until Monday morn- 
ing, March 26, at 10 o’clock. 

(Whereupon, at 2:45 p. m., the hearing was recessed, to reconvene 
at 10 a. m., Monday, March 26, 1956.) 

(The material referred to by Senator Sparkman on p. 216 follows :) 


TITLE I. HOME IMPROVEMENT LOANS 


STATEMENT OF James S. BINDER, PRESIDENT, COUNCIL OF MECHANICAL SPECIALTY 
CONTRACTING INDUSTRIES, INC. 


My name is James S. Binder. I am president of the Pfeifer Plumbing & Heat- 
ing Co., of Little Rock, Ark. I am submitting this statement in behalf of the 
Council of Mechanical Specialty Contracting Industries, Inc., which represents 
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the interest of all mechanical specialty contractors throughout the country. In- 
dustries so represented include approximately 90,000 small independent business 
firms handling practically everything that goes into a house or building other 
than the shell. They are responsible for the installation of heating, plumbing, 
electrical, air conditioning, ventilating and protective devices in the home. They 
handle practically all improvement work in these fields in existing homes. 

These industries are vitally concerned with home improvement and are striv- 
ing to give full effect to Home Improvement Year and the goals of Operation 
Home Improvement. It has been our experience that home improvement on 
any considerable scale requires ready financing such as that made possible 
through FHA title I. To increase the capacity of that fine program to serve 
the expanding home improvement field, we recommend five changes be made in 
amendments to the National Housing Act as follows: 

1. That the requirement that a residence must be occupied for at least 6 months 
before it qualifies for a title I loan be eliminated. 

2. That the limit on loans be increased from $10,000 to $15,000 for improving 
multiple-family residences and that the maximum term for these loans be raised 
from 7 to 10 years. 

3. That the maximum amount of a loan for a single-family dwelling be in- 
creased from $2,500 to $5,000 for home improvements. 

4. That title I be placed on a permanent basis by eliminating an expiration 
date. 


5. That the maximum term of such loans be extended from 36 months to 60 
months. 


STATEMENT OF A. B. WEINFELD, CHAIRMAN, GOVERNMENTAL AFFAIRS COMMITTEE 
OF THE NATIONAL ELECTRICAL CONTRACTORS ASSOCIATION 


I am A. B. Weinfeld, I am president of the Electric Power Equipment Co., 
of Columbus, Ohio, and I am submitting this statement as chairman of the 
governmental affairs committee of the National Electrical Contractors Asso- 
ciation, a trade association of 3,500 small-business men in the electrical instal- 
lation field and spokesman for the electrical contracting industry since 1901. 

One of the results of our rapidly rising standard of living in America is the 
growing demand by the housewife that she, too, be relieved of the drudgery 
that goes with household chores so that along with her husband who enjoys a 
shorter workweek, she can enjoy the fruits of leisure. This is creating a 
demand that the home become more of a “wifesaving” device than a place where 
women: put in long, hours at tiring, and;repetitious'tasks. The servant problem, 
too, adds to the demand for more efficiency in:the household. 

Fortunately there is today a pushbutton solution to a vast number of the 
housewife’s problems. There are some 60 electrical appliances available today 
that make it possible for the lady of the house to do in a couple of hours a day 
what used to take a day and part of the night—and all of that with very little 
work. I refer, of course, to automatic laundries, driers, ranges, dishwashers, 
food disposers, incinerators, vacuum cleaners, water heaters, air conditioners, 
dehumidifiers, food freezers, refrigerators, and the vast array of appliances for 
cooking, entertainment, health, heat, power, and proper light. 

At this time it is tragic that such a large percentage of the American home 
lacks the electrical capacity for the efficient, safe and economic use of many of 
these electrical “wifesavers.” More than 80 percent of our homes are seriously 
deficient in electrical capacity. Only a tiny percentage has full electrical ade- 
quacy. More than $5 billion worth of home electrical modernization is needed 
ne to provide the house power necessary to meet the modern housewife’s 
needs. 

One of the serious aspects of this problem is that a large percentage of new 
homes being built this year are seriously deficient in electrical capacity. That 
means that as soon as the new owner moves in he is confronted by an urgent 
demand for improvement in his electrical system. This is due to the fact that 
the speculative builder traditionally has cut down on the electrical installation 
in the home in order to make the selling price as low as possible. Wiring was 
concealed ; was not obvious. It was not considered “sellable.” In recent years 
more homes have been sold by an abundance of gleaming white porcelain elec- 
‘trical appliances in the kitchen and laundry than any other appeal. Unfor-. 
tunately the electrical service to make these appliances function properly 
frequently was not there. The owner, financially extended by the home pur- 
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chase, really needs the most favorable improvement credit possible in such » 
circumstance. That is why the limitation on home improvement credit during 
the first 6 months of occupancy may not be the best policy. 

For the first time, this year the electrical industry has commenced a mass 
educational program directed to the public to alert them to the need for proper 
wiring in their homes. This, coinciding with the tremendous push of home 
improvement year points in an imperative manner to the need for extended 
home improvement credit. 

Our industry has found that ready credit on electrical home improvement work 
is necessary to the accomplishment of this needed improvement on any large 
scale. This type of credit extension and guaranty no longer is in an experimental 
stage. It is good business for the Government, for the country and for the 
industry. 

To continue this program and improve upon it, the National Electrical Con- 
tractors Association recommends to the Congress that these five changes in the 
amendments to the National Housing Act relating to title I be enacted: 

1. That title I be placed on a permanent basis by striking the expiration date. 

2. That the maximum amount of loan for improvements to a single-family 
dwelling be increased from $2,500 to $5,000. 

3. That the maximum term of such loans be extended from 36 months to 
60 months. 

4. That the requirement that a residence must be occupied at least 6 months 
before it qualifies for a title I loan be eliminated. 

5. That the limit on loans for improving multiple-family residences be in- 
ereased from $10,000 to $15,000 and that the maximum term of such loans be 
raised from 7 to 10 years. 

The association also urgently recommends to the committee that although such 
does not require statutory action, that the committee makes known to the 
Commissioner of the Federal Housing Administration that home improvement 
loans be made available for the purchase of major appliances—such as ranges 
and refrigerators—when included in a home modernization project. 


THE NATIONAL ASSOCIATION OF RETAIL DRUGGISTS, 


Washington 4, D. C., March 19, 1956. 
Senator Jonn SPARKMAN, 


Chairman, Senate Small Business Committee, 
Senate Office Building, Washington 25, D. C. 

DEAR SENATOR: The attached resolution, approved by the New York State 
Pharmaceutical Association, Nicholas Gesoalde, executive secretary, is sent to 
you for consideration-by the Senate Small Business Committee. 

With kind regards. 

Cordially, 
Gerorce H. FRATES, 
Washington Representative. 


RESOLUTION No. 13—ReE INCREASING THE Limir oF FHA StTorE MODERNIZATION 
Loans, INTRODUCED BY GALEN PHARMACEUTICAL ASSOCIATION 


Whereas many small storeowners in order to continue in business must mod- 
ernize their stores, to meet competition ; and 

Whereas the FHA presently limits store modernization loans to $2,500, which 
amount is hardly sufficient : Be it 

Resolved, The New York State Phamaceutical Association petition the FHA 
or other governmental agencies to increase the limits of such loans to $10,000. 

Action of resolution committee : Approved. 

Action of convention : Approved. 

Action of the executive committee: Approved. 


New York, N. Y., March 23, 1956. 
Hon, JoHN SPARKMAN, 
Chairman, Senate Subcommittee on Housing, 
Senate Office Building, Washington, D. C.: 


Manufacturers of gas and electrically operated household appliances, refrig- 
erators, ranges, food-waste disposers, dishwashers, and so forth, through their 
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national trade associations, Gas Appliance Manufacturers Association and major 
appliance division of National Electrical Manufacturers Associaiton, strongly 
urge that all built-in and other appliances which can be considered a permanent 
part of the realty be included under FHA title I property improvement loans at 
earliest possible moment. 

Electric and gas appliances of the built-in type are in great consumer demand 
and at this point replacement or modernization installations are handicapped 
because adequate and equitable FHA terms are not available to the consumer. 
This handicap becomes more acute during 1956, the year designated and co- 
sponsored by industry and governmental agencies as Home Modernization Year. 
FHA title I should clearly indicate to administrative bodies that the cost of all 
such appliances may be included in property improvement loans. 

We urge also that consideration be given to making FHA title I permanent 
legislation and of increasing the limits of single loans from $2,500 to $3,500, and 
the repayment period from 36 to 60 months. 


Gas APPLIANCE MANUFACTURERS ASSO- 
CIATION AND Major APPLIANCE DIvI- 
SION, NATIONAL ELECTRICAL MANU- 
FACTURERS ASSOCIATION. 


Gas APPLIANCE MANUFACTURERS ASSOCIATION, INC., 
New York 17, N. Y., March 28, 1956. 
Re FHA title I—Financing built-in appliances 
Hon. JoHn J. SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Committee on Banking and Currency, 
Senate Office Building, Washington 25, D. C. 

Dear SENATOR SPARKMAN: Pursuant to our telegram of March 23, 1956, signed 
jointly by the Gas Appliance Manufacturers Association and the Major Appliance 
Division of the National Electrical Manufacturers Association, may we respect- 
fully urge that full consideration be given to the matter of including built-in 
and other appliances which can be considered a permanent part of the realty, as 
eligible items under FHA title I financing. 

The Gas Appliance Manufacturers Association consists of some 600 manu- 
facturers of gas appliances and equipment. The aggregate of their production 
would represent upwards of 95 percent of total industry volumes. Many of 
these manufacturers are producing built-in household appliances and equipment 
which, when installed in the household, become to all intents and purposes, a 
permanent part of the realty. 

This type of equipment is in great and growing consumer demand, both from 
a modernization and new home point of view. However, the consumer desiring 
to modernize his home and install built-in equipment, finds himself limited and 
penalized beeause the adequate and equitable terms of FHA title I financing 
are not available to him for such purposes. Moreover, he is confronted with a 
confusing situation because certain built-in equipment is eligible for such 
title I financing, while built-in ranges, dryers, refrigerators, etc., are not. 

We have been in close contact with our manufacturer members producing this 
type of equipment, and they have advised us of the urgency and necessity for 
applying title I financing to this type of appliance. A few of their comments 
ollow: 


“This is an urgent matter and it would be highly desirable to have built-in 
units under title I financing.” 

“The present policies of FHA in regard to title I make it extremely difficult to 
include built-in equipment in a home improvement package. This fact is one 
more obstacle in the path of development of the home-improvement industry. 
There is no doubt that in time the home-improvement dealer will become an im- 
portant factor in the distribution of built-in ranges.” 

“T can say only that modernizing kitchens is apparently receiving more and 
more attention even in existing residences and that our product development 
plans hope to provide an answer for this market.” 

_ In diseussing the finance and interest rates paid by homeowners for such 
or and after investigation, manufacturers made the following state- 
ments: 

“In the North, dealer paper at nominal 6 percent with actual interest at 23 . 
to 28 percent, depending on the time period. Im the South, dealer paper at 


ae 7 percent with actual interest at 25 to 30 percent, depending on time 
period.” 
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“6 to 9 percent through banks; 9 to 11 percent through other financia! 
institutions.” 

As you know, several Federal Government agencies have been instrumentg] 
in inaugurating the current operation home-improvement program. This pro- 
gram is dedicated to home modernization and improvement and is functioning 
under multiple-industry and Government sponsorship with the slogan, “56—the 
year to fix.” 

It appears that the consumer, the manufacturer, the wholesaler, and the 
dealer, either handling or desiring to install built-in equipment, is unduly 
penalized, and limited in his choice, because under current conditions title | 
financing is not available for such purposes. 

May we respectfully request that the Subcommittee on Housing of the 
Senate Committee on Banking and Currency take those steps which are re- 
quired to have all built-in appliances, and other appliances which can be consid- 
ered a permanent part of the realty, made eligible for FHA title I property- 
improvement loans at the earliest possible moment. 

May we further urge that FHA title I be made permanent legislation and 
that your full consideration be devoted to increasing the limits of single loans 
from $2,500 to $3,500 and that the repayment terms be extended from 36 to 60 
months. 

Respectfully yours, 
HAROLD MASSEY, 
Managing Director. 


NATIONAL ELECTRICAL MANUFACTURERS ASSOCIATION, 
New York 17, N. Y., March 23, 1956. 
Re FHA title I—Financing built-in appliances 
Hon. JOHN J. SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Committee on Banking and Finance, 
Senate Office Building, Washington 25, D. C. 


Dear SENATOR SPARKMAN: Pursuant to our telegram of March 23, 1956, signed 
jointly by the Gas Appliance Manufacturers Association and the major appli- 
ance division of this association, we respectfully urge that the Subcommittee 
on Housing, of which you are chairman, give favorable consideration to the 
matter of including built-in and other appliances which can be considered a 
permanent part of the realty, as eligible items for FHA title I financing. 

The member companies of the major appliance division of the National Elec- 
tricai Manufacturers Association produce approximately 95 percent of the house- 
hold refrigerators, 90 percent of the electric ranges, 70 to 90 percent of the home 
food freezers, food waste disposers and automatic dishwashers sold in the United 
States. , 

Most of these manufacturers, in addition to free-standing appliances, produce 
built-ins, which, when installed in the kitchen, become substantially a part of 
the realty. 

With the tremendous growth in customer acceptance of electric appliances as 
necessary equipment in the modern home, it is inconceivable to think of house- 
hold modernization which would exclude such equipment. Presently, however, 
the householder desiring to modernize his home and install built-in equipment 
finds himself limited and penalized because the adequate and equitable terms of 
FHA title I financing are not available to him for this purpose. He: is con- 
fronted with a confusing situation in that certain built-in kitchen appliances 
such as garbage disposers and undersink dishwashers are eligible, while built-in 
electric ranges, refrigerators, food freezers, etc., are not. 

The manufacturers of electric household appliances feel that it is urgent that 
this situation be corrected promptly. They respectfully request that the Sub- 
committee on Housing of the Senate Committee on Banking and Currency take 
such steps as may be necessary to have all built-in appliances, and other appli- 
ances which can be considered a permanent part of the realty, made eligible 
for FHA title I property improvement loans at the earliest possible moment. 

Several Government agencies recently have been instrumental in inaugurating 
the current nationwide operation home-improvement program. This program 
is dedicated to home modernization and is functioning under industry and Gov- 
ernment sponsorship, with its slogan, “56—the year to fix.” It seems incon- 
sistent that the homeowner desiring to install modern built-in equipment, or 
the dealer, wholesaler, or manufacturer offering such equipment, be unduly 
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penalized and limited in his choice because such equipment cannot be financed 
under the same advantageous terms as other similar equipment presently covered 
under title I. 

May we further urge upon your committee that FHA title I be made per- 
manent legislation and that full consideration be given to increasing the limits 


of loans from $2,500 to $3,500 and the extension of repayment periods from 
36 to 60 months. 
Respectfully submitted. 


JOSEPH F’. MILLer, 
Managing Director. 


FIRE AND HAZARD INSURANCE FOR FHA-ACQUIRED PROPERTIES 


STATEMENT OF NATIONAL Boarp oF Fire UNDERWRITERS, J. RayMonpD Berry, 
GENERAL COUNSEL, IN RESPECT TO SECTION 102 or S. 3302 


This statement is submitted on behalf of the 220 stock insurance company 
members of the National Board of Fire Underwriters, engaged principally in the 
business of property insurance, most of which have been furnishing insurance to 
the FHA for the past 19 years. 

It is directed solely to section 102 of the above-captioned bill which would 
amend title I of the National Housing Act, as amended, by adding a new section 
10 which provides in part, as follows: 

“Notwithstanding any other provision of law, the Commissioner is hereby 
authorized to establish a fire and hazard loss fund which shall be available to 
provide such fire and hazard risk coverage as the Commissioner, in his discretion, 
may determine to be appropriate with respect to real property acquired and held 
by him under the provisions of this act. * * *” 

This would put Government into the property insurance business and displace 
insurance which is presently furnished by private insurers. As private insurers 
furnishing property insurance, our companies object to Government entering into 
this field of private business where, as here, adequate coverage is afforded and 
provided by private insurers in a manner and under a procedure which we 
believe has been entirely satisfactory to the Federal Housing Authority. 

The only reasons that we know of that have been given for the Government 
moving into this field of private enterprise are the following : 

I. That the loss ratio on this insurance has been low, and therefore “FHA 
might be expected to accomplish a significant saving in insurance expenses if we 
were authorized to establish a self-insurance program in lieu of purchasing 
commercial insurance against fire, and hazard losses.” (See statement of Nor- 
man P, Mason, Commissioner, Federal Housing Administration, before Subcom- 
mittee on Housing of Senate Committee on Banking and Currency, March 20, 
1956. ) 

II. That the proposed coures is “in accordance with general practice of govern- 
ment.” (See statement of Owen A. Kane, General Accounting Office, before Sub- 


committee on Housing of Senate Committee on Banking and Currency, March 
21, 1956.) 
I 


The first of these reasons is phrased by the witness as a possibility. We might 
concede that possibility, but it is equally possible that the loss ratio will take a 
turn for the worse, in which event the FHA might be expected to sustain a signifi- 
cant loss if it becomes a self-insurer. 

We submit the possibility of saving in insurance expenses is hardly a valid 
reason for Government intruding into the field of private enterprise. 

Loss ratios are known to be ever-changing. One of the surest maxims in the 
insurance business is that a favorable loss ratio will almost certainly be followed 
by an unfavorable one. Therefore, the expected saving is entirely conjectural. 

Furthermore, it will be noted that the witness merely referred to a saving in 
“insurance expenses.” If the FHA goes into the property insurance business, 
even if it saved in insurance expenses, it would almost certainly increase its 
management expenses. When the FHA acquires property on which it has guar- 
anteed a mortgage, it advertises for managers to manage that property while 
ownership is in the hands of FHA and the maangement contract goes to the lowest 
bidder. The bidder is moved to make a lower bid than he would otherwise make . 
by reason of the fact that he will receive the commission on the insurance he 
will write on the property. If FHA becomes self-insured, and no insurance com- 
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mission is available to the manager. then FHA must expect its management costs 
to increase. This makes any net saving in expenses purely conjectural. 

But, even were it to be conceded that there would be a saving in insurance 
expenses, we respectfully submit that it is not a sufficient reason for the Goy- 
ernment to be in the field of private insurance. We have understood it was the 
current policy of the Government to withdraw from the field of private business 
wherever possible. The proposed intrusion of Government into the field where it 
need not go runs contrary to the above policy. Furthermore, it runs contrary to 
part of the announced purpose of the National Housing Act which was to “provide 
employment, and stimulate industry * * *.” 

it should be borne in mind that private insurers are paying taxes not only to 
the Federal Government, but to the States. The proposed self-insurance fund is 
specifically exempt from all taxation, levies, or licenses “now or hereafter im- 
posed by the United States, by any Territory or possession thereof, or by any 
State, county, municipality, or local taxing authority.” If the Government 
becomes a self-insurer as to FHA business then the premium income of the in- 
surance companies will be reduced. Therefore, the revenue the States are pres- 
ently receiving from insurance companies will be correspondingly reduced. 

To sum up on this point, we respectfully submit : 

(1) Government should not intrude in the field occupied by private business, 

(2) No assurance of saving is claimed. All that is claimed is that saving 
“might be expected.” 

(3) Expectation of saving is not sufficient to warrant Government intrusion. 

(4) The proposed course will tend to lessen the revenues to the States in that 
the premium taxes paid by the insurance companies will be less. 

(5) The proposed amendment is inconsistent with the announced policy of 
the Government to withdraw wherever possible from the field of private 
enterprise. 

(6) The proposed amendment is inconsistent with those purposes recited in 
the title of the National Housing Act, that the act was “intended to provide 
employment, and to stimulate industry * * *.” 


II 


It has been suggested that the proposed self-insurance is “in accordance with 
general practice of Government.” (Qwen A. Kane, statement before the Sub- 
committee on Housing of the Senate Committee on Banking and Currency, 
March 21, 1956.) 

We believe the above statement must be based on the thought that the insur- 
ance of properties acquired by FHA involves substantially the same practice as 
the insurance of Government-owned buildings, such as post offices, court- 
houses, etc. , 

We respectfully submit that the two situations are not analagous. Govern- 
ment is a self-insurer as to the properties which it owns and uses for Govern- 
ment purposes. But, properties acquired by FHA pursuant to their guaranteeing 
of mortgages are not in any sense Government properties owned or acquired for 
Government purposes. Quite the contrary—they are private properties acquired 
almost involuntarily, not used for Government purposes and disposed of as 
quickly as possible to private buyers. In short, FHA is intended as an aid to 
private business, and particularly home-mortgage financing. 

We respectfully submit that a practice of Government with reference to its 
own properties used for governmental purposes has no application to the set of 
facts with which we are presently concerned. The fact that FHA has used 
private insurance for almost 20 years (see statement of Norman P. Mason 
referred to above), is a strong indication that FHA itself recognizes the dis- 
tinction. 

We therefore urge that the addition, as provided under section 102 of the pro- 
posed new section 10 to title I of the act be deleted : or, in the alternative, that the 
following new section 10 be added to title I of the act: 

“Seo. 10. The Commissioner is hereby authorized to purchase such insurance 
protection as he, in his discretion, may determine to be appropriate with respect to 
real property acquired and held by him under the provisions of this Act.” 

This alternative new section 10 would, we believe, specifically authorize the con- 
tinuance of the arrangement which has been followed for close to 20 years between 
the FHA and the insurance business under which the insurance needs of the FHA, 
with respect to real property acquired by it, have been fully and satisfactorily ful- 
filled by stock insurance companies. 
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We respectfully request that our position and views as herein set forth be made 
a part of the official record of the hearings of your subcommittee on Senate bill 
3302. 


NATIONAL ASSOCIATION OF INSURANCE AGENTS. 
New York 38, N. Y., March 30, 1956. 
Senator JoHN J. SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Committee on Banking and Currency, 
United States Senate, Washington 25, D.C. 


Dear Mr. CHAIRMAN: The statement attached to this letter is directed to you 
and the members of your subcommittee from the National Association of Insur- 
ance Agents expressing the respectful, but vigorous, opposition of this organiza- 
tion to a section in 8. 3302, the housing bill, on which you are presently holding 
hearings. ‘ 

Our protest is directed to section 10 on page 2 of S. 3302 which would upset what 
we believe to be a satisfactory arangement of some 20 years’ standing, whereby 
the Federal Housing Administration has obtained insurance on FHA-acquired 
properties. 

This section to which we refer we also believe to be in direct contradiction to the 
avowed present policy of the Government to take the Government out of competi- 
tion with private business. 

We urge you and your subcommittee to give careful consideration to the views 
of the National Association of Insurance Agents and we respectfvully request that 
the statement of this association and the views expressed therein be made a part 
of the official record of the hearings of your subcommittee on Senate bill 3302. 

Respectfully submitted. 


KENNETH Ross, President. 


STATEMENT OF THE NATIONAL ASSOCIATION OF INSURANCE AGENTS, KENNETH Ross, 
PRESIDENT 


This statement is presented on behalf of the National Association of Insurance 
Agents, a voluntary, nonprofit organization of over 32,000 member agencies. 
engaged in the production and servicing of property and casualty insurance in 
every section of the United States and its Territories. This association is com- 
posed of affiliated associations in the 48 States, Hawaii, Puerto Rico, Alaska, 
and the District of Columbia, and approximately 1,200 local associations of 
insurance agents throughout the country. 

We respectfully direct to you a vigorous protest over section 102 of S. 3302 
which would amend title I of the National Housing Act, as amended, by adding 
a new section 10, which provides, in part, as follows : 

“Notwithstanding any other provision of law, the Commissioner is hereby 
authorized to establish a Fire and Hazard Loss Fund which shall be available 
to provide such fire and hazard risk coverage as the Commissioner, in his 
discretion, may determine te be appropriate with respect to real property 
acquired and held by him under the provisions of this Act. * * *.” 

The National Association of Insurance Agents has consistently, and we believe 
properly, resisted the entrance of Government into fields which impinge on the 
rightful activities of private business. 

We believe that the addition of a new section 10 to the National Housing 
Act, aS amended, and as provided for under section 102 of S. 3302, will place 
the Federal Government in the insnrance business in what we believe to be 
a direct contradiction to the current policy of the Federal Government to 
withdraw from the field of private business wherever possible. 

We further believe that any claim of alleged savings to the Federal Govern- 
ment which enactment of section 10 is claimed to bring about, is purely specu- 
lative in that percentage of loss to premium paid does not reflect all facts of 
an individual insurance situation. 

We respectfully call your attention to only a few of the varied services 
rendered by local property insurance agents through such continuous activities 
as fire safety and accident prevention, which supplement the local activities 
of fire and police departments. The long-range effect of such activities is 
important in the lowering of insurance rates, but of even greater importance, 
in the saving of lives and conservation of property. 

A local insurance agent, residing in the community where the properties are 
located, is on call at all times to assist the public officials with insurance and 

75333—56——-19 
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safety problems and is a valuable local contact in the handling of innumerable 
details at the local level. 

Another of the local insurance agents’ invaluable services is in the securing of 
prompt and fair settlement of losses, thus enabling rapid repair and restoration 
of services to the community, as well as protecting the damaged properties 
from further damage. 

We also submit that it could be expected that any change in the method of 
obtaining local property managers on FHA acquired properties would increase 
the cost of obtaining the services of such a property manager in that under the 
present satisfactory system bidding by local individuals or firms for designation 
as property manager takes into consideration the payment of a reasonable 
insurance agent’s remuneration allowed by the FHA under its present agree- 
ment with the stock company association. 

We concede that fortunately the loss ratio on this business has been low. 
However, it is equally possible that the loss ratio can take a turn for the worse, 
in which event the FHA might be expected to sustain a significant loss if it 
becomes a self-insurer. We firmly believe that the possibility of savings in 
insurance expenses is hardly a valid reason for Government intrusion into the 
field of private insurance. 

We further believe that if this mere possibility of savings is a justification 
for Government to intrude in a field adequately and properly occupied by private 
business, which, in this case, happens to be private insurance, such action cannot 
be reconciled with the avowed policy of the National Housing Act which is 
to “provide employment, and stimulate industry * * *.” 

The National Association of Insurance Agents subscribes to the statement 
filed with your subcommittee on March 27 by the National Board of Fire Under- 
writers, in which statement there was summed up six reasons for opposing 
what we believe to be unwarranted action. 

(1) Government should not intrude in the field occupied by private business. 

(2) No assurance of saving is claimed. All that: is claimed is that saving 
might be expected. 

(3) Expectation of saving is not sufficient to warrant Government intrusion. 

(4) The proposed course will tend to lessen the revenues to the States in that 
the premium taxes paid by the insurance companies will be less. 

(5) The proposed amendment is inconsistent with the announced policy of 
the Government to withdraw wherever possible from the field of private 
enterprise. 

(6) The proposed amendment is inconsistent with those purposes recited in 
the title of the National Housing Act, that the act was “intended to provide 
employment, and to stimulate industry * * * .” 

The National Association of Insurance Agents joins the National Board of 
Fire Underwriters in urging that the proposed new section 10 under section 
102 of S. 3302, providing for amendment to title I of the National Housing Act, 
be deleted. If it is not, we then urge a change in the wording of this amendment 
to read as follows: 

“Sec. 10. The Commissioner is hereby authorized to purchase such insurance 
protection as he, in his discretion, may determine to be appropriate with respect 
to real property acquired and held by him under the provisions of this Act.” 

In conclusion, may we respectfully reiterate our firm opposition to legislation 
which would disrupt a continuance of the satisfactory arrangement which has 
been followed for close to 20 years between the FHA and the insurance business, 
under which the insurance needs of the FHA, with respect to real. property 
acquired by it, have been fully and satisfactorily fulfilled by the stock insurance 
companies and their local agents. 

Respectfully submitted. 


HOUSING FOR ELDERLY PERSONS 


CoRNELL UNIVERSITY, 
Hovustneé RESEARCH CENTER, 
Ithaca, N. Y., February 8, 1956. 
Mr. Jack CARTER, 
Subcommittee on Housing, 
United States Senate, Washington, D. C. 


Dear Mr. Carter: This will acknowledge your letter of February 2, enclosing 
a copy of the elderly persons housing bill and a copy of your staff study entitled 
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“Housing for the Aged,” and requesting any comments or suggestions I might 
iave. 

. ‘First, here are some general comments. They are made on the basis.of per- 
sonal beliefs and opinions rather than on research findings. As your staff report 
pointed out, there has been practically no systematic research in this area. 

There definitely is.a need for Federal legislation in this area. True, the 
problem of housing for the aged is a part of the overall housing problem of the 
Nation, but there are circumstances which justify special treatment through this 
type of legislation. 

“The bill as introduced appears sound. It is desirable that it should both 
encourage more private construction for this group and establish a reasonable 
quota of units to be built with subsidies. The bill also very properly acknow!- 
edges the need for financial assistance on the part of associations ; housing other 
than individually owned single-family dwellings is likely to be needed by an 
important proportion of the population 65 years and over now living in other 
than their own households. The bill would permit single persons to occupy units 
in public housing. It would authorize a specific research program. 

These all appear to be important provisions. Here are some detailed 
comments : 

1. Page 3, lines 14-19: 

I do not believe that it is necessary to go through the procedure of having the 
HHFA Administrator certify the number of units needed in individual com- 
munities. Frankly, I believe it will be a problem to get private housing units 
built, even under the conditions of the bill. Therefore, this type of control 
should not be necessary. Furthermore, the general market analysis program 
of the FHA is expected to bring out problems of this type at the community level, 
should they develop. 

2. Page 4, lines 16 and 18, and other similar references : 

My immediate reaction is that the $7,600 and $8,600 figures on principal obli+ 
gation are too low if the private housing portions of the bill are to be successful. 
I realize that a fundamental problem is involved in insuring up to 30-year mort- 
gages for persons over 65 years of age, unless they have considerable equity in 
the home. However, the national housing policy adopted under the Housing Act 
of 1949, and the social obligation involved, must be recognized. It probably 
would be well to increase the figures at least to $8,100 and 89,100. This would 
bring the. principal of the mortgage closer to the average price of one bedroom 
houses being built in most communities today. 

3. Page 8, from line 16 on. 

It is well that a separate revolving fund is being created for carrying. out 
the provision of this section. 

4. Page 12, lines 19 to 24. , 

I have two recommendations. -(a@) On line 20 I would suggest that the words 
“undertaken and” be deleted. Then, I would insert a sentence suggesting the 
HHFA utilize existing.research establishments and facilities, including uni- 
versities, where feasible. This would permit studies to be undertaken more 
economically than if the HHFA employed a new staff for the entire program. 
(I am familiar with some of the criticism the former HHIF‘A research program 
received on this score but there are a number of universities today that could 
undertake these studies in a sound and efficient manner with their existing 
facilities.) (0b) A certain sum, perhaps $200,000 each year, should be allocated. 
This would not only serve as a guide to indicate the possible extent of the research 
program, but it probably also would add emphasis to this portion of the bill. 

5. Page 13, lines 1 and 2. 

Since it is frequently difficult to obtain sponsorship for studies in the area of 
social and psychological needs, it might be well to indicate that “the studies 
should include social and economic as well as physical characteristics of families.” 
Much progress has recently been made in establishing methodology for sound 
studies of these several types. 

6. Page 13, lines 3 and 4. 

This subject seems to be more ambiguous than the others listed. I do not 
know whether it refers only to the designs of individual dwelling units or whether 
it also includes types of structures. 

7. After line 14. 

Perhaps the subject of community faclity requirements for this age group 
also should be listed, to give it emphasis. 
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I appreciate this opportunity of commenting on the bill. Please let me know 
if you need any clarification or if I may be of any other further assistance to you. 
Sincerely yours, 
GLENN H. Beyer, Director. 


THE WELFARE FEDERATION OF CLEVELAND, 
Cleveland 15, Ohio, March 7, 1956. 
Mr. Mirton SEMER, 
Chief Counsel to the Housing Committee, 
Senate Office Building, Washington, D. C. 

Deak Mr. SEMER: We respectfully request that this letter and the attached 
documents be filed with the Subcommittee on Housing, Banking and Currency 
Committee, United States Senate. 

The documents include recommendations with respect to Federal legislation 
on housing, with statistical data appended. They were prepared and submitted 
by our local housing committee as testimony for the Cleveland hearing of the 
House (Raines) Subcommittee on Housing and are so titled. We hope they can 
also be included as testimony before the Senate committee. 

We wish to congratulate the Senate Housing Committee on the excellence of 
its staff report (pursuant to S. Res. 57) dated January 4, 1956. It appears to 
us that the Senate is well advised on housing needs of older persons and we 
would hope that legislation will be passed amending laws governing public hous- 
ing and liberalizing FHA, as we indicate in our attached documents. 

There is one matter which we particularly wish to call to your attention. 
(See p. 2 of our report.) Credit provisions need to be liberalized. If, however, 
the principle obligation for a family unit is limited to $8,600 (as in S. 2790) it 
will be meaningless to the Cleveland area. Possibly other large cities face this 
same problem. We urge you to reconsider this limitation. There is considerable 
interest in privately financed housing for older persons in this area but we have 
been held back by FHA limitations. We hope new legislation would make it 
possible to get favorable terms so that our local builders will be interested in 
constructing housing within the means of our older population. 

Thank you for your consideration. 


Sincerely yours, 
EINAR CARLSON, 


Chairman, Committee 0n Housing, 
Welfare Federation of Cleveland. 
P. S.—Has an administration-sponsored housing bill yet been introduced? If 
so, could you either mail us a copy or send us the number of the bill so we can 
write for it. 


WELFARE FEDERATION OF CLEVELAND, 
1001 Huron Road, Cleveland, Ohio. 


To : Subcommittee on Housing, Banking and Currency Committee, House of Repre- 
sentatives. 

From: Representatives of Housing Committee, Welfare Federation of Cleveland. 

Re: Housing for older persons. 

Date: February 13, 1956. 


A. SUMMARY OF CONSIDERATIONS AND RECOMMENDATIONS OF HOUSING COMMITTEE, 
WELFARE FEDERATION OF CLEVELAND 


1. We concur with the findings of the staff report to the Subcommittee on Hous- 
ing* (pursuant to S. Res. 57), Committee on Banking and Currency, United States 
Senate, January 4, 1956, entitled “Housing for the Aged.” We believe this report 
to be accurate and comprehensive. Our local findings generally support those of 
the report. 

2. Re public housing. We wish to emphasize the importance of— 

(a) Admission of the single older persons and building of single units for 
them ; 

(b) More public housing units available for older persons—not segregated 
by age; 


2 We are aware that this House committee has issued its own report but we did not 
have opportunity to review it prior to preparation of this statement. 
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(c) Inclusion in public-housing developments of facilities for common use 
(as in Golden Age Apartment—Cedar extension, in Cleveland ) ; 3 

(d) Recommendations of staff report, Housing for the Aged, relative to 
“Site, environment, and location” (p. 19), “Construction and facilities” (pp. 
19, 20, 21). 

3. Re privately financed housing. 

(a) Long-term, low-interest financing should be made available to private de- 
velopers and to nonprofit agencies wishing to develop group housing facilities and 
apartments for older persons ; y f 

(b) Credit provisions should be liberalized to enable older persons to finance 

rchases ; 
more) ma 1) In general, we are in accord with the provisions of Senator Spark- 
man’s bill, S. 2790, introduced January 5, 1956. However, we believe that his 
estimates are low in relation to actual construction costs in Cleveland and vicin- 
ity. On page 5, lines 21-25, and on page 6, lines 1-5, the bill reads: 

“The mortgage may involve a principal obligation not in excess of $12,500,000, 
and not in excess of $7,600 per family unit for such part of such property as may 
be attributable to dwelling use, except that the Commissioner may by regulation 
increase this amount to not to exceed $8,600 in any geographical area where he 
finds that cost levels so require, and not in excess of 95 per centum of the Com- 
missioner’s estimate of the value of the property or project. * * *” 

On page 4, lines 13-23, the bill reads : 

“TA mortgage shall] involve a principal obligation * * * in an amount not to 
exceed $7,600, except that the Commissioner may by regulation increase this 
amount to not to exceed $8,600 in any geographical area where he finds that cost 
levels so require, and not to exceed 95 per centum of the appraised value * * * of 
a property upon which there is located a dwelling designed principally for a 
single-family residence. * * *” 

We believe these amount are too low. Our findings indicate that, in this area, 
$10,000 to $12,000 is the minimum amount necessary for mutiple-dwelling units 
and that much more would be required for single units. The costs would be higher 
for multiple-dwelling units if communal facilities—cafeteria, lounge, hobby shops, 
nurses’ quarters—were included and the costs of such facilities apportioned to 
each residential unit. The proposed dollar limitation of $8,600 per unit might 
very well result in a percentage limitation of Cleveland of less than 70 percent of 
the appraised value of the completed house or project. 

(2) Section 213 of the National Housing Act (cooperative housing—manage- 
ment type) should be revised so that projects made up of suites averaging less 
than 4 rooms each qualify for mortgage insurance proportionately as generous 
as projects made up of suites of 4 rooms or more, because the needs of aged 
persons are more appropriately met by small suites. The average suite size of a 
well-designed project for older persons tends to be less than four rooms. 

4. We recognize the responsibility of our local community to see that various 
services needed by older persons are provided in accordance with the statement 
on page 24 of the staff report; namely, “Communities can help many more older 
persons to remain comfortably in the community by providing home medical care, 
housekeeping help, friendly visiting, central and home meal services, night at- 
tendants, laundry service, community centers, chiropody, occupational therapy, 
foster and boarding homes, and information and counseling services.” All of 
these services are being provided to some degree. The Welfare Federation accepts 
its community responsibility to study the need for such services and to see that 
they are provided and evaluated. 
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B. FACTS ABOUT CLEVELAND AREA (CUYAHOGA COUNTY) AND CONCLUSIONS 
OF HOUSING COMMITTEE, WELFARE FEDERATION 


Jf. Population 
Our county census of persons 65 and over is comparable to that of the Nation 


Population, 65 years and over* 


Cuyahoga United 
County States 


2 15, 400, 000 
2 13, 900, 000 
12, 269, 500 
9, 019, 300 
6, 633, 800 
4, 933, 200 
3, 949, 500 


! Dees preend by research department, Welfare Federation of Cleveland. 
? Estimated. 


? No estimates available. 


Percent increase, 1950 from 19407 





population over 


vi a = 


| Total 65 and 
} 
} 


United States. 
Ohio x : 
Cuyahoga County 


atid 14.5 
os 15.0 
14.2 


: Data prepared by research department, Welfare Federation of Cleveland. 


Percent of population 65 years and over * 


1950 census | 1940 census | 1930 census 


United States_. 
— Tkist : : = 
Cuyahoga County--......-...-..-.. 


1 Data prepared by research department, Welfare Federation of Cleveland. 
2. Income 


The median income of heads of households 65 years and over in the standard 
metropolitan area (Cuyahoga and Lake Counties) is $2,595 for homeowners, 
$1,675 for renters; 64 percent own their own homes. The median annual income 
for the population 65 years and over in the standard metropolitan area is $1,175 
(male $1,959, female $668). These figures are for 1949 income. We recognize 
that income for general population has gone up since then, but. probably not for 
older persons. 

In the county there are currently (Januay 1956) 11,051 persons receiving 
old-age assistance, average payment $44.96 per month. Almost 1 out of every 
10 persons 65 years or over is receiving old-age assistance. The maximum 
grant in Ohio is still only $65 per month. (Some persons receive more if there 
are health needs, or other sources of income such as old-age and survivors insur- 
ance benefits, but the standards are minimum and total income low.) 


3. Building costs and financing 


(a) Local architects and builders concur in the opinion that measured by to- 
day’s building costs a suitable apartment, whether in a conventional apartment 
building or a motel-type unit, will result in an investment of capital which would 
require a rental in excess of what the average older person would be able to pay 
in order that a reasonable return on the investment may be earned by the private 
investor’s capital. 
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(b) It is proving exceedingly difficult to get any encouragement from banks 
or insurance companies for financing housing units for older persons on a con- 
ventional basis or within present FHA limitations. To date the only solution 
we see possible locally is subsidized housing unless FHA is liberalized by increas- 
ing costs limitations. 


4. Demand for housing by older persons 


Our statement that there is a demand for housing for older persons is based 

upon: 

my a) Inquiries received by social agencies and the community information serv- 
ice, brought to our attention repeatedly by staffs of these agencies. (No avail- 
able statistics, unduplicated count, type.of housing needed, etc. ) 

(b) Results of a survey of employed and retired groups which might be a 
market for downtown middle-cost housing, prepared for St. Vincent charity 
redevelopment plan:? 91 of the 828 returned questionnaires were from retired 
teachers. The survey dealt more with types of facilities and location than with 
demand but the returns showed demand for 1-bedroom apartments within the 
rent scale of $40-$80 per month. 

(c) Applications to the Cleveland Metropolitan Housing Authority show need 
of older persons for good low-rent housing. The new Golden Age apartment 
building, with 104 suites for older persons, was filled immediately and many 
applicants rejected. 

(d) Experience of the Lakewood Golden Age Club members who have de- 
veloped plans for a Golden Age cooperative apartment building. 

(e) Experience of the Council of Jewish Women who are trying to develop a 
multiple-unit facility with common services. 

(f) Expressions of interest and concern by older persons in Golden Age Club 
meetings and conferences. 


5. Housing problems facing older persons gleaned from experience of welfare 
agencies, counseling and information services, etc. 
(a) There are insufficient rental units available for older persons that are: 
(1) Available to them (many landlords will not rent to older persons). 
(2) Within their economic means (rents are too high). 


(3) Suitable to their needs (those available are often substandard dwell- 

ings, in inconvenient locations, without safe or proper facilities). 
(6b) Home ownership for older persons presents difficulties. 

(1) New homes are too costly and/or cannot be financed. 

(2) Old homes are too large and/or too expensive to maintain, renovations 
cannot be financed, locations are poor. 

(3) Some persons want to move into rental, multiunit dwellings, if pos- 
sible, particularly if some common services are available. 

(4) Many older persons are physically unable to manage a house. 


6. Conclusions 


(a) Under present conditions the low-income group must have their housing 
needs met through public housing. There are some in the low-middle income 
group not now eligible for public housing who cannot afford private rentals. 

(b) The middle-income group will have to find the answer through— 

(1) Cooperatives ; 

(2) Subsidized housing; 

(3) Private housing with more liberal plans for financing new con- 
struction or for renovating old, to bring up to standard. 

(c) Housing units. for the aged, whether rental, cooperative, or purchased 
should— 

(1) Not be old folks villages but should be a part of the community; 

(2) Be located so as to be convenient to transportation and shopping 
centers and other community facilities ; 

(3) Be designed so that they are suitable to the needs of older persons, 
but not exclusively so (i. e., also suitable to young couples, etc.), with safety 
features, proper steps, etc. 

(4) Provide, when of the multiple-unit type, some common facilities and 
services (such as lounge, hobby shops, cafeteria, central office). 


2 Submitted to city planning commission. 
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For emphasis, we repeat, the solution of the housing needs of older persons 
lies in amendments to the laws governing public housing and in the liberalization 
of FHA as outlined earlier in this report. 

Respectfully submitted. 

Housing Committee: Mr. Einar Carlson, Chairman; Mrs. Frank M. 
Barry, Secretary; Mr. Harry F. Affelder, Wolf Envelope Co. ; Mr. 
Edwin L. Andrew, Fuller & Smith & Ross, Inc.; Mr. Vernon Burt, 
Jamison, Ulrich, Hope, Johnson & Burt; Mrs. Jac L. Einstein; 
Mr. Stuart Harrison, Cleveland Cliff Iron Corp.; Mr. Robert 
Little, Little & Associates; Mr, Wallace G. Teare, Weinberg & 
Teare; Mr. Alex Treuhaft, Keyes-Treuhaft Co.; Miss Margaret 
W. Wagner, Benjamin Rose Institute; Mr. David M. Ward, Ward 
& Conrad. 
Frepruary 17, 1956. 
To: Mr. Albert Rains, chairman, Subcommittee on Housing, Banking and Cur- 
rency Committee, United States House of Representatives. 
From: Mr. Einar Carlson, chairman, committee on housing, Welfare Federa- 
tion of Cleveland. 


This is an extension of my testimony submitted by Senator Thomas A. Burke, 
chairman of the legislative committee of the welfare federation. The oral 
testimony and other documents were presented by Senator Burke to the Sub- 
committee on Housing at the Cleveland hearing on February 13, 1956. 

Because of the limited time it was not possible to prepare a summary of the 
documented data contained in appendix A of the report entitled “Welfare Fed- 
eration of Cleveland, 1001 Huron Road, Cleveland, Ohio,” we request that this 
extension of testimony be inserted in the record following page 7 of the afore- 
mentioned document, preceding appendix A. 


INTERPRETATION OF DATA IN APPENDIX A 


The tables in appendix A point up facts about persons 65 years and over, in 
the Cleveland area, which have a significant relationship to the housing problem. 

The tables include data on population (table 1), income (table 2), owner and 
occupied dwelling units (table 3), sex of head of household (table 4), number 
of persons in households where head is 65 and over (table 5), income for owner 
and renter-occupied dwelling units where head is 65 and over (tables 6a, 6b, 
6c), gross monthly rental (tables Ta and 7b), range of gross monthly rentals 
(table 8), gross rent as percentage of income (tables 9a and 9b), consumer price 
index, 1950 and 1955 (table 10), owner- and renter-occupied dwelling units 
dilapidated and total (table 11). Data covers either standard metropolitan 
area (Cuyahoga and Lake Counties) designated as SMA or city of Cleveland; 
some compare the two. 

Certain significant facts are apparent from study of the data in these tables. 
All data refer to those 65 and over except as indicated. 

1. The population of those 65 and over in 1950 in the SMA was nearly 113,000; 
63 percent lived in the city of Cleveland. 

Data on income (1949) shows that 16% percent of the males and 52.7 percent 
of | the females had no income. Fifty percent of those with income received less 
than $1,175. The median income for men was $1,959 but of women only $668. 

3. The number of dwelling units (1950) where head of household is 65 or 
over totals 53,375 in the SMA. Sixty-four percent are owner occupied; 36 per- 
cent renter occupied. In Cleveland City the total is 35,200, of which 42 percent, 
or almost 15,000, are renter occupied. 

4. There are 53,8375 heads of households 65 and over. Of these, at least 50 
percent are living with their spouse. An additional 17 percent, or 9,275, are 
living alone; 6,280 of these are female. (Source, U. S. Bureau of the Census 
Bulletin H-B38.) There are 10,525 other female heads of multiperson house- 
‘oie = are not living with a spouse (e. g., single, separated, divorced, 
widowe . 

5. Incomes of heads of households (1949) show that 50 percent of those owning 
their homes in the 8MA had an income less than $2,600. The income of 50 per- 
cent of the renters in this area was less than $1,700. In the city of Cleveland 
the situation is worse: 50 percent of the owners had less than $2,500; 50 percent 
of the renters less than $1,500. In fact 40 percent of the Cleveland renters had 
incomes less than $1,000. It is significant that over 50 percent of female heads 
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of rental units in the total area had income of less than $1,000. Female home- 
owners in the metropolitan area had a median income of $1,228. This means 
that 50 percent found it necessary to operate a home on less than this amount. 

6. In the city of Cleveland in 1950 the median gross monthly rental was $39 
(table 7a). In the metropolitan area each month 90 percent of these renters 
paid rent between $16.50 and $99.90; 80 percent paid between $21.10 and $80; 
and 50 percent paid between $29.95 and $58.10. Comparable ranges of rents 
for renters of all ages were narrower; for example, 90 percent paid between 
$22 and $92.50 (table 8). 

7. The percentage of income that goes for gross rent is high among the older 
heads of househdlds. In 1950 at least 30 percent paid over 30 percent of income 
as gross rent. Nearly one-half of this group were females living without a 
spouse. The percentage of income going for gross rent is much higher among 
those 65 and over than among the general population. 

The consumer price index shows that all items have gone up from 100.4 percent 
in 1950 to 116 percent in 1955, while rent has gone up from 107.2 to 144.6. During 
this period of time income of the general population has risen. It is estimated 
that the income of those 65 and over had not increased at the same rate. 

It is generally believed, therefore, that the percentage of income going for 
gross rent is higher today than in 1950. This represents a serious problem for 
the older person. 

8. The data presented on the number of dilapidated dwellings show that about 
1 out of 12 renters 65 and over live in such dwellings. The Bureau of the Census 
material not included in table 11 indicates that an even higher proportion of 
those persons not living with their spouse occupied dilapidated dwelilngs. We 
recognize that these figures on dilapidated dwellings do not include all substand- 
ard dwellings or those unsuitable for older person occupancy (reference to U. S. 
Bureau of the Census definition of “dilapidated dwelling”). 

In conclusion, we emphasize that this data on person 65 and over should be 
viewed as a unit, or constellation of data. It indicates the complexity of the 
housing problem facing older persons. 


APPENDIX A 


TABLE 1.—Population, age 65 and over, Cleveland standard metropolitan 


area, 1950 


Cleveland standard metropolitan area: 


Rocky River 
Shaker Heights 
South Euclid 


* Of these nonwhite, 6,133 were in Cleveland City. 


Source: U.S: of the Cénsus, United States Census of Population: 1950; vol. II, 
Characteristics of the lation, pt. 35, ch. B, tables 33 and 41. 
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TasBLe 2.—Income in 1949 of persons age 65 and over in the Cleveland standard 
metropolitan area 


[Based on 20-percent sample] 


Number of persons P wa of total 


Female Total Male Female 


Toteh..iu20388 LES f ; 113 620 100.0 100.0 
Persons without income --_. § 41,140 16.5 §2.7 
Total with income_- : L 65, 545 77.3 
$1 to $499 or less . " < 16 440 
$500 to $999 . aoeoieine : 32! 14, 100 
$1,000 to $1,499 6, 400 
$1,500 to $1,999__- 7 5, 295 
$2,000 to $2,499 3 5, 625 
$2,509 to $2,999... ___ : eee serial 4 340 
$3,000 to $3,499____- a 4 165 
NS ae eee se i 4 2, 295 
$4,000 to $4,499... _- : é 1, 545 
$4,500 to $4,999_.............._- 1, 025 
$5,000 to $5,999 ¢ 1, 425 
$6,000 to $6,9909......_.-___._. 595 
$7,000 to $9,999. ___ 760 
$10,000 and over ‘ , 315 | 1, 535 | 


cao 
wom 
= OO 











PHN SINS 
ew Cf 141 OKF NON 


ne, 


| 





Not reported 3, 730 | 6, 935 
Median, those with income $668 $1, 175 


- 
i 








Source: U. S. Bureau of the Census. United States Census of Population: 1950, vol. Il, Characteris- 
tics of the Population, pt. 35, Ohio, ch. C, table 89. 


TasLe 3.—Owner and renter occupied dwelling units, where head of household 
is over age 65, in the Cleveland standard metropolitan area, 1950 


[Based on 20-percent sample] 


Owner Renter 
occupied occupied 


A. Number: 
Standard metropolitan area 33, 19, 415 53, 375 
Cleveland City 20, 14, 825 35, 220 


Metropolitan area excluding Cleveland City 13, 4, 590 18, 155 


B. Percent of total: 
Standard metropolitan area 
Cleveland City 
Metropolitan area excluding Cleveland City 76 | 


36 100 
42 100 
25 100 


Source: U.S. Bureau of the Census. United States Census of Housing: 1950, vol. IJ, Nonfarm Housing 
Characteristics, bull. H-B 38, tables A-8 and B-8. 


TaBLe 4.—Seg of head of household age 65 and over, Cleveland standard 
metropolitan area, 1950 


[Based on 20-percent sample] 


Source: U.S. Bureau of the Census. United States Census of Housing: 1950, vol. II, Nonfarm Housing 
Characteristics, bull. H-B 38, tables A-8 and B-8. 





HOUSING AMENDMENTS OF 1956 287 


Taste 5.—Estimated number of persons in households where the head of the 
household is 65 and over, Cleveland standard metropolitan area, 1950 


{Based on 20-percent sample} 


| Standard J 
| metropolitan Cute 
area y 


} 
A. Number of households and estimated number of persons 65 and over in 
households: | 

Number of households: 
Owner occupied , 20, 395 
Renter occupied ‘ 5} 14, 825 
Total Tamer OE NG bic en ~~ 5 ern odds cyan ---~aven 37 35, 220 

Wives in households with both spouses present: 

Owner occupied i 10, 675 
Renter occupied ; 6, 200 


Estimated total persons 65 and over in these households____..-- 79, 52, 095 


B. Estimated total number of persons in households where the head is 65 | 
and over: i 
Owner occupied [ | 54, 625 
Renter occupied . 30, 77! 


85, 395 


Note.—These figures cannot be used as an accurate account. Their only purpose is to provide a rough 
estimate of the total population 65 and over for which housing data isJavailable and how many persons are 
affected by the condition and t type of this housing. 


Source: U. 8. Bureau of the Census. United States Census of Housing: 1950, vol. II, Nonfarm Housing 
Characteristics, bull: H-B 38, tables A-8 and B-8. 


TaBLe 6a.—Income in 1949 for owner and renter occupied dwelling units where 
head of household is 65 and over in Cleveland standard metropolitan area 


Standard metropolitan area Cleveland City 
| 


Number of persons was Number of persons cp ga 


Less than $1,000__-.. 
$1,000 to $1,999 
$2,000 to $2,999 
$4,000 to $4,999... _. 


8 


ee OO 
Naw owmraorn 


PPPNYAMS HON 
we 


PErpyaDSaeS 


7,000 to $9,999. 
$10,000 or more 
Not reported 


OOD RO -N 
Cronmnw+w 

ee Cr DS ee OO 
92 Po ON ym > 90 SEH Se 


S 
o 
3 
° 
s 

° 

3 
° 


1 Income of only primary families and individuals. 


Source: U. 8. Bureau of the Census. United States Census of Housing: 1950, vol. II, Nonfarm Housing 
Characteristics, bull. H-B 38, tables A-8 and B-8, 
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Taste 6b.—Income in 1949 for owner and renter occupied dwelling units where 
head of household is 65 and over in Cleveland standard metropolitan area 
Owner occupied Renter occupied 
|—— 
Income Male, 


| 

Other | Female Other | Female 
male head male head 
} 





| 1,665 
935 
825 


500 

285 

285 | 
9, . 375 
$10,000 or more | 5 375 
Not reported 265 


Hrprepee ee 
28 3| 2esee2ae3e 
SSS2E8SS5 





2 Te 


$2, 422 


BS 


Percent of total 








Source: U. 8. Bureau of the Census. United States Census of Housing: 1950, vol. Il, Nonfarm Housing 
Characteristics, bull. H-B 38, table A-8. 


TABLE 6c.—Income in 1949 for Owner and renter occupied dwelling units where 
head of household is 65 and over in Cleveland City 


Renter occupied 


Male 
head, 
wife 
present 
no non- 
relatives 


Less than $1,000 " 1, 445 


7 


$1,000 to $1, wd 59 1,170 
$2,000 to $2, J 

$3,000 to $3 

$5,000 to $5,999 
$6,000 to $6,999... .__- 
$7,000 to $9,999_..___- 
$10,000 or more ____--! 
Not reported 


Totel........ onal 
Median... 
Percent of total 


Seueezses 





1 Less than $1,000. 


Source: U.S. Bureau of the Census. United States Census of Housing: 1950 vol. II, Nonfarm Housing 
Characteristics, bull. H-B 38, table B-8. 
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TaBLe 7a.—Gross monthly rental reported for heads of households 65 and over, 
Cleveland standard metropolitan area, 1950 


[Based on 20-percent sample] 





Number Percent of total 


Gross monthly rent Standard Standard 
Cleveland Cleveland 
metropolitan ‘ metropolitan 
area City | area City 


} 


I 


~ 
— 
o 
oS 


8885 


CO bat ba pet et 
On 
a 
on 


Hr 
33 
—— 


= 


$100 or more 
Not reported 


— po 
SPL PLP POOS PSN 


= pono 9 9m my: 


= mPOA Coe He 


tg 
- 





Ol PASCOre ke OUwnooe 


_ 
= 
i. 


& 
eB 
. 








Pn 


TaBLE 7b.—Gross monthly rental reported for heads of households 65 and over 
in Cleveland standard metropolitan area, 1950 


De oak a 


[Based on 20-percent sample] 


Soc ol 


ey 


Standard metropolitan area Cleveland City 


Male | | Male | 
head, wife) Other head, wife| Other | 


Gross monthly rent | 
present; | male | 
i 


Female} T 
otal 

no non- | head | head | 

relatives | 


Ses 
on 


£585 


pnt pot bt BD 
o 
= 
o 


SEERSLSE 


BRZEIRE 


SiN 


5,475 | 14,825 
$37.50 | $39.00 








Source: U, 8. Bureau of the Census, United States Census of Housing: 1950, vol. II, Nonfarm Housing 
Characteristics, bull. H-B 38, tables A-3 and B-3. 
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TaBLe 8.—Range of gross monthly rentals, head of household, all ages and 65 and 
over, Cleveland standard metropolitan area, 1950 


[Based on 20-percent sample] 
Range—by percent of total households 


Age 65 and over: 
5 to 95 percent 
10 to 90 percent 
25 to 75 percent 

All ages: 
5 to 95 percent-___- oon nuitelpibecousintibandibdiinatsodentmaats 
3D to Se Breet... ......~ cease costncoe bleh atinsanenqmanenins 
25 to 75 percent 





— 


Source: U. 8S. Bureau of the Census. United States Census of Housing: 1950, vol. II,.N 
Charactéristics, bull. H-B 38, tables A-3 and B-3. eae 


TABLE 9a.—Gross rent as percentage of income for renter-occupied units, all ages 
_ 65 and over as head of household, Cleveland standard metropolitan area, 
195 


[Based on 20-percent sample. Income of only primary families and individuals] 


Gross rent as percentage of income 


N 
Less 30 or | . 
than 10 10 to 14} 15 to 19 | 20 to 29 more —_ Total 


A. Number of households: 
65 and over. - ‘ 1, 965 5, 985 


All ages... 43, 910 30, 330 | 25,425 | 31,475 | 191, 530 
B. Percent of total households: 


65 and over hs 10.1 . 13.7 30.8 29. 2 100.0 
All ages 4 y 22.9 18.5 15.9 13.3 16.4 100.0 


Source: U. S. Bureau of the Census, United States Census of Housing: 1950, vol. II, 
Nonform Housing Characteristics, bull. H—B 38, table A—9. 


TABLE 9b.—Gross rent as percentage of income for renter-occupied units, all ages 
and 65 and over as head of household, Cleveland standard metropoliten area, 
1950 - 

[Based on 20-percent sample. Income of only primary families and individuals] 


Gross rent as percentage of income 


Number of households a ae ee ee eae nee pee 


t 
Less than) 19 to 14 | 15 to 19 | 20 to 29 |300r more otal Total 


65 and over: 
Male head, wife present, 
no nonrelatives 1, 160 1, 205 1, 430 2, 099 8, 350 
Other male head 295 36) 470 1, 159 ‘ 3, 79) 
Female head 510 446 765 | 2, 745 7, 275 


2, 005 2, 665 5, 985 19, 415 


ages: 
Male head, wife present, 
no nonrelatives. 28, 599 21,010 11, 735 18, 155 136, 950 
2, 785 2, 845 3, 715 4, 745 2), 080 
4, 120 6, 475 9, 975 8, 575 34, 500 
43, 910 35, 495 30, 330 25, 425 31, 475 191, 530 


Source: U. S. Bureau of the Census. United States Census of Housing: 1950, vol. II, 
Nonfarm Housing Characteristics, bull. H—B 38, table A-9. 
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TABLE 10.—Consumer Price Indea, Cleveland, Ohio, 1950 and 1955 
[1947-49 = 100] 


A 


i 
| May 1950 August 1955 


All ite 
Housing Gabi 
Rent. -- 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Consumer Price Index. 


TABLE 11.—Owner and renter occupied dwellings, dilapidated and total for. the 
Cleveland standard metropolitan area, 1950 


| } 
} Allages | 65 and over 


Owner occupied total i 2, 33, 960 
Dilapidated 735 
Percent dilapidated 1 2.1 
Renter occupied total ) 10, 415 
Dilapidated 1 

Percent dilapidated S. 7.2 





Limitations 


It must be remembered that most of the data included in this appendix were 
recorded as of April 1950 and does not represent current information. However, 
this is the most recent information available in sufficient detail to provide any 
picture of the conditions for a specific age group. 

In 1950 nearly 63 percent of the population in the standard metropolitan area 
65 and over resided in the city of Cleveland, and only 25 percent of those outside 
the city of Cleveland were renters. Since little rental construction (compared 
to total rental housing available) has taken place in Cleveland since 1950, it is 
believed that the rental situation for persons 65 and over has not changed sub- 
stantially, except for somewhat higher rentals currently than in 1950. 


Standard metropolitan area 


As defined by the United States Bureau of the Census, the standard metropoli- 
tan area of Cleveland includes Cuyahoga and Lake Counties in Ohio. 


Income 


Income, as defined in the 1950 census, is the sum of the money received, less 
losses, from the following sources: Wages or salary; net income (or loss) from 
the operation of a farm, ranch, business, or profession ; net income (or loss) from 
rents, or receipts from roomers or boarders; royalties; interest, dividends, and 
periodic income from estates and trust funds; pensions; veterans’ payments, 
Armed Forces allotments for dependents, and other governmental payments or 
assistance ; and other income such as contributions for support from persons who 
are not members of the household, alimony, and periodic receipts from insurance 
policies or annuities. The figures in this report represent the amount of income 
received before deductions for personal income taxes, social security, bond pur- 
chases, union dues, etc. 

Receipts from the following sources were not included as income: Money re- 
ceived from the sale of property, unless the recipient was engaged in the business 
of selling such property; the value of income “in kind,” such as food produced 
and consumed in the home, free living quarters; withdrawals of bank deposits; 


money borrowed; tax refunds; gifts; and lump-sum inheritances or insurance 
payments. 


Household 


A household consists of all persons who occupy a dwelling unit. Included are 
the related family members and also the unrelated persons, if any, such as 
lodgers. A person living alone in a dwelling unit, or a group of unrelated persons. 
sharing a dwelling unit as partners, is considered a household. 


Each household consists of a primary family, or primary individual, and non- 
relatives, if any. 
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Head of household.—One person in each household is designated as “head.” 
He is usually the person regarded as the head by the members of the household. 
Married women are not classified as heads if their husbands were living with 
them at the time of the census. 


Sew and age of head.—The category “Male head, wife present, nonrelatives” is 
identical with “Husband-wife families, no nonrelatives” in the tabulations by 
type of household. “Other male head” includes male heads, wife present, with 
nonrelatives living with them; male heads who are married, wife absent; and 
male heads who are widowed, divorced, or single. “Female head” comprises all 
female heads of households regardless of their marital status. The age classiti- 
cation is based on the age of the head as of his last birthday. 


Rent 


Contract monthly rent.—Contract monthly rent is the rent at the time of 
enumeration contracted for by the renter, regardless of whether it includes furni- 
ture, heating fuel, electricity, cooking fuel, water, or other services sometimes 
supplied. 

Gross monthly rent——Gross monthly rent is contract monthly rent plus the 
reported average monthly cost of utilities (water, electricity, gas) and fuels 
such as wood, coal, and oil, if these items were paid for by the renter in addition 
to contract monthly rent. If furniture was included in the contract rent, the 
reported estimated rent of the dwelling unit without furniture was used in the 
computation rather than the contract rent. 


Gross rent as percentage of income.—Gross rent as percentage of income is the 
percent of the income which is paid for gross rent. The yearly gross rent (gross 
monthly rent multiplied by 12) is expressed as a percentage of the total income 
in 1949 of the primary family or the primary individual. The percentage was 
computed separately for each unit. 


Sampling 
For many of the statistics a sample of 20 percent of the total items was used. 


Estimates based on this sample were obtained by multiplying by 5 the number of 
items in the sample with the specified characteristic. 


A technical discussion of sampling variability and standard errors may be 
found in the introduction of any volumes of the United States Bureau of the 
Census noted in this appendix. 

Submitted by F. Dean Luse, supervisor of social statistics, research depart- 
ment, at the request of the department on work with older persons, Welfare 
Federation of Cleveland. 


RocHuestTer 18, N. Y., February 14, 1956. 
Mr. JACK CARTER, 
Staff Director, Subcommittee on Housing, 
Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. Carter: Thank you for your letter of February 2, 1956, together 
with the copy of elderly persons housing bill and the staff study. Unfortunately, 
absence from the city has delayed my reply to your letter before this. 

The bill, if passed, should meet a very important need in our communities. 
In Rochester we have developed some rather good facilities for institutional 
care of the older person. However, there is here, as well as elsewhere, a large 
segment of our elderly population who do not wish, and should not, live in homes 
for the aged or similar eleemosynary institutions. We recognized this need in 
Rochester several years ago and organized a nonprofit corporation known as the 
Senior Citizens Homes, Inc. of which I happen to be president. We have de- 
veloped a pilot operation known as the Cobbs Hills Apartments. The purpose 
of this pilot project was to determine whether there really existed a need for low- 
rental housing in apartments specifically designed for elderly folks. 

The project which we now operate consists of 27 apartments and has been 
fully rented since we opened, and we have a long waiting list. The low rentals 
($50 to $55 per month including all facilities) are made possible only through 
some unusual circumstances which are somewhat difficult to duplicate. It was 
a combination of abandoned prisoner-of-war barracks on city property, contri- 
butions by seven banks in Rochester and also some private contributions by a 
half-dozen interested individuals. Through these contributions we were able 
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to remodel and repair these barracks so that they presented some very highly 
desirable apartments. 

Our pilot operation, together with a survey, indicates to us that there is need 
in our community for additional apartments of this nature. However, we can- 
not proceed unless we obtain loans at low interest rates and which can be amor- 
tized over long periods. It is possible that we may obtain loans of this sort 
through the Mitchel! bill of the State of New York. However, I see the need of 
this type of assistance on a Federal basis in many areas where State loans are 
not available. I, therefore, heartily approve of your proposed bill. 

May I indicate, in passing, that Congressman Kenneth B. Keating of our dis- 
trict has personally seen our Cobbs Hill project and I think he is duly impressed 
with it. You may wish to discuss our program with him further. 

If you wish a detailed memo of our project and its operation I shall be glad 
to send it to you. If I can be of any further assistance please feel free to call 
on me. 

Yours truly, 


GARSON MEYER. 


LOEWENBERG & LOEWENBERG, 
ARCHITECTS AND ENGINEERS, 
Chicago, February 2, 1956. 
Mr. JACK CARTER, 
Staff Director, Committee on Banking and Currency, 
Subcommittee on Housing, 
United States Senate, Washington, D.C. 


Deak Mr. CARTER: Please excuse the delay in answering your letter of Jan- 
uary 6, 1956, in reference to the elderly persons housing bill, introduced by 
Senator John Sparkman, as I have been out of the city. 

I would like to make the following comments in relation to the provisions of 
the bill. 

1. I believe the new definition of “family” consisting of a single person 65 
years of age or over, is an excellent one. Because so many of our older people 
are widowed, it will now make it possible for them to obtain decent housing 
in our public housing projects. The provision to build not to exceed 10,000 
dwelling units for elderly persons annually in each of the years 1957, 1958, 1959, 
and 1960, is a good beginning. As your staff report so ably points out, the number 
of aged people in our population is increasing at a very rapid rate, and I feel 
confident that the number of dwelling units that needs to be built for them 
will be substantially increased before 1960. 

2. The recommendation that an extensive research program be undertaken 
to determine the type and kind of facilities needed by older people is an excellent 
one. So much needs to be known in this area. 

3. The provisions in the bill dealing with mortgage financing may fall short 
of accomplishing its goal toward getting private enterprises to build housing 
for the elderly person. Because our older citizens are predominantly in the 
low income bracket (pp. 53-57, staff report), they will not be able to pay 5 to 
6 percent interest for 30-year mortgages. Longer term mortgages at consider- 
ably lower interest rate (perhaps 50-year loans at 2 percent) would of course 
be very helpful. 

However, I believe the bill S. 2790 is an excellent one, certainly a very good 
beginning, and hope it will be passed by Congress. 

Sincerely yours, 
I. S. LoEWENBERG. 


EVERETT, Pa., February 15, 1956. 
Senator Jonn J. SPARKMAN, 
Senate Ofiice Building, 
Washington, D.C. 


Deak Senator: Congratulations on your support of housing for senior citizens. 
Please do your utmost to help pass a United States Senior Citizens Housing Act, 
which will encourage private and public building of retirement cottages, apart- 
ments, residence clubs, and other housing for seniors. And please keep in mind 
the single folk. It seems everything is built with couples in mind and-there 
are thousands of single people who have to live alone, and pay all the expenses. 

1 was very ill for 6 months and since that I have trouble with my knees and 


75333—56——_20 
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back and I have hunted for 2 years fora place without steps but so far | 
have not found it. But I have found out that so many older people have the 
same trouble. 

Cottages for 1 or 2 people would be wonderful where there would be few steps 
and where people could get out on the ground. Something like Penny Farms 
in Florida. 

Sincerely, 
M. GERTRUDE ROBINETTE. 


FEBRUARY 28, 1956. 
Senator JOHN J. SPARKMAN, 
Senate Office Building, 
Washington, D. C. 


Dear SENATOR SPARKMAN: Congratulations on your support of housing for 
senior citizens. Please do your utmost to help pass a United States Senior Citi- 
zens Housing Act, which will encourage private and public building of retirement 
cottages, apartments, residence clubs, and other housing for seniors. 


Irene Switanovich, 1422 Alma Street, San Pedro, Calif.; Clara Aezer, 
8621 South Pacific, San Pedro, Calif.; Gertrude EB. Stake, 3613 
Meyler Street, San Pedro, Calif. : Mildred Bayly, 27017 Dapplegray 
Lane, Rolling Hills, Calif.; Wilmot Bird, 1454 Paseo Del Mar, 
San Pedro, Calif.; Nina Sitalich, 886 West 11th Street, San Pedro, 
Jalif.; Alice May Nervick, 3046 Baltic Avenue, Long Beach, Calif. ; 
Mary J. Donotone. 443 West 1ith Street, San Pedro, Calif.; Mrs. 
Irene Metzger, 3722 Weymouth, San Pedro, Calif.; Mrs. Helen 
Gerbas, 540 West 11th Street, San Pedro, Calif.; Mrs. Lilla Ander- 
sen, 787 West 28th Place, San Pedro, Calif. 


SPRINGFIELD, Itv., February 29, 1956. 


Senator Joun J. SPARKMAN, 
Senate Office Building, 
Washington, D. C. 


DeaR SENATOR SPARKMAN: Just a note to thank you for your interest in 
housing for senior citizens, which is much needed. We are wondering if it would 
be possible for the Government to build some cooperative apartment buildings 
where retired or other senior citizens could purchase their own apartment at 
a reasonable price so as to meet the monthly payments from pensions. The 
problem of high rent is the major problem of retired persons, or those would 
need to retire and I assure you that your interest in this growing problem is 
very much appreciated. 

Very truly yours, 
BE. 8. Mercatr. 


Merrick, N. Y., February 8, 1956. 
Hon. Senator JoHn J. SPARKMAN, 
Senate Office Building, 
Washington, D. C. 

Dear SENATOR: Congratulations on your support of housing for senior citizens. 
Please do your utmost to help pass a United States senior citizens housing 
act, which will encourage private and public building of retirement cottages, 
apartments, residence clubs, and other housing for seniors. 

I am a widow and have many widow friends; we would like to see build- 
ings erected on Long Island like motels, as there are no stairs to climb and one 
person only needs small kitchen, combination living and bedroom, and bath. 
There are about 10 of us widows would rent something like this right away to 
be near each other. 

Best of luck aa us all. 

Res 1 ours, 
Sut tec (Mrs.) FLorence M. BENzER. 
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Evanston, ILL. 
Senator JoHN J. SPARKMAN, 


Senate Office Building, 
Washington, D. C. 


DeaR Mr. Senator: I wish to thank you for what you have done so far for the 
senior citizen ; do.keep up the good work. 

I am 69 years of age and find it impossible to find a small apartment to live 
in at the price I can afford to pay here in Evanston. Many, many others here 
are in the same position. I have my own furniture but no place to use it, so 
have to live in one room, which is not good for one my age. I have always had 
a house and this is tough to live in one room. The small savings I have won’t 
allow me an apartment for which I would have to pay $100 per month. 

If you can help us we shall be so appreciative. 

I also have had no success finding work although I am well. 

Thank you. 


(Mrs.) HANNAH SIMPSON. 


CAROLINA INDUSTRIAL FINANCE Co., 
Darlington, S. C., February 6, 1956. 
Senator JOHN J. SPARKMAN, 


Senate Office Building, Washington, D.C. 


DearR SENATOR: Enclosed I have signed a coupon for your serious attention 
and support. I wish you would do everything possible to help pass a United 
States senior citizens housing act for housing of senior citizens. This is a major 
problem in this country for the millions of citizens past 65 years old who have 
no homes, no children, or relatives to eare for them in their old age. 

Please do everything in your power to see that this will be made into a bill 
and put before Congress. Thank you for your interest and support of the older 
citizens of this country. 

Yours very truly, 


Miss Rose PHILUirs. 


RomgE, N. Y., 


February 10, 1956. 
Senator JOHN J. SPARKMAN, 


Senate Office Building, Washington, D. C. 


Dear SENATOR: Congratulations on your support of housing for senior citizens. 
My husband and I live in a garden apartment development. I believe we are 
the only seniors around here. Our neighbors are all young with from 1 to 5 
children. While we love and adore children and sometimes give them parties, 
there are times when we would love to be near people our own age. How nice 
it would be to be able to live in a community with folks who speak our own 
language. 
Both of us are just past 60 years young and very active. 
Wishing you much success on the good work you are doing. 
Sincerely, 
MAkIE P. DAwson 
Mrs. E. R. Dawson. 


Dosss Ferry, N. Y., March 10, 1956. 
Deak Str: It seems to me a very worthy act to endeavor to have the Govern- 

ment encourage retirement cottage appartment residence clubs for seniors. 
Here in Florida, where there are so many seniors, it seems doubly needed. 
When one watches them walking about, sitting here and there, just passing the 
time, it is almost pathetic. Also seems some sort of worthy activities with 
remuneration as well as hobbies might go along with the endeavor. Everyone 
is useful in the great makeup of our fine United States spirit of freedom and 


cleans and contented life—and let other countries do the same in their 
own land. 


Success to you. 
Sincerely, 


Mina L. HAUSER . 
Mrs. S. M. Hauser. 
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AKRON, OHI0, February 14, 1956. 
Senator JoHN J. SPARKMAN, 
Senate Office Building, 
Washington, D.C. . 

DeaR SENATOR SPARKMAN: I do hope your support of housing for senior citi- 
zens will help to pass the act for the United States senior: citizens’ housing. 

I belong to the Akron Area Citizens Committee on Aging and we are hoping 
there will be some housing for us real soon. 

Have been waiting patiently for a place to live for the rest of my life. I have 
many widow friends who are also waiting. So it is really very important we 
have some housing for all of us seniors living here in Akron, Ohio. 

Many thanks. 

Mrs. Fay ACKERSON. 


PASADENA 2, CaLir., February 13, 1956. 

DearR SENATOR SPARKMAN: Congratulations on your support of housing for 
senior citizens. Please do your utmost to help pass a United States Senior 
Citizens Housing Act, which will encourage private and public building of retire- 
ment cottages, apartments, residence clubs, and other housing for seniors, at a 
price they can afford to pay. 

Journal of Lifetime Living magazine is strongly behind this housing act. I am 
61 and my husband is 65 and he is nearing retirement and we cannot afford the 
high rents and high prices they are asking for houses when my husband retires. 
Some of our Senators should go to Sweden and see what they are doing for their 
senior citizens; and there is almost no poverty there. My brother spent 6 
months in Sweden 2 years ago and was amazed at what they have done for the 
aged ; and children too, are the best fed and dressed of all children in the world. 
If Sweden can do it, so can we. We are loyal Democrats and believe they rep- 
resent all the people according to their program. Hope we win in November. 

Sincerely yours, 
EstHER BE, ANDERSON. 


CLEVELAND, February 12, 1956. 
Senator SPARKMAN. 


Dear Str: The passing of this bill would be a great help to folks like myself, 
living on retirement small incomes, 
High rent is being asked for old buildings in overcrowded parts of our city. 
Thanks for your interest. 
Sincerely, 
Mrs. Loe GEER. 
P. S8.—Yes, I vote. 


Lone Istanp City, N. Y., February 14, 1956. 
Senator JoHN J. SPARKMAN, 
Washington, D. C. 

HoNnorRABLE Sim: We are people over 60 years of age and sure have found it 
difficult to find a comfortable place to. live. I sure do hope you will be successful 
in building homes for us. At present I am in a wheelchair, having fallen and 
broken my hip. I have two flights of stairs to travel which I suppose will retard 
my going to business. It is utterly impossible to find an inexpensive apartment 
in a suitable building. 

Wishing you great success in your endeavor, I remain, 

Respectfully, 
FLORENCE ACHTEN,. 
Mrs. Ernest Achten. 


ANN Arpor, Micu., March 4, 1956. 
Senator JoHn J. SPARKMAN, 
Senate Office Building, Washington, D. C. 
Dear SENATOR SPARKMAN : Since so many of our older citizens are badly housed 
I think the Senior Citizens Housing Act is wise legislation and I congratulate- 
you for supporting it. 
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Ann Arbor needs more housing badly for both students and nonstudents. 
Rents are exorbitant and the tenant must do any cleaning, redecorating, or repairs 
that he thinks necessary. If there could be a housing project for retired people 
here it would help to ease the crowded conditions for there is a sizable group 
of senior citizens living in Ann Arbor and retired professional people are coming 
here to live continuously because the university sponsors programs every week 
throughout the year of interest to them. This helps them to keep well and active. 

Very truly yours, 
E. JANE HowartH. 


Los ANGELES 62, Cautr., Feb. 9, 1956. 
Senator JoHN J. SPARKMAN, 


Dear Sir: We would so much appreciate your help in getting the U. 8. Senior 
Citizen’s Housing Act, to pass. 

My husband had to retire at 65 years of age because of heart trouble and I’ve 
had to retire at 58 years of age because of ill health. 

We would so like to have a cottage, that we could rent very resonably. It in 
so difficult to get along when such a large portion of our social security benefit 
goes out for rent alone. 

Thanking you for your support so far. I beg to remain. 

Very truly yours, 
Mrs. LuTHER BENSON. 


MeEpForD OREG., Jan. 27, 1956. 
Senator JoHN J. SPARKMAN, 
Senate Office Building, Washington, D.C. 


Deak Siz: This housing for senior citizens is so badly needed. 

I am 70 years old, have lived 8 years among my children and small grand chil- 
dren. I love them all, but they forget grandma is for anything much, but their 
benefit, especially the in-laws. Do encourage cottages and apartments, that will 
be within reach of us with small incomes and means. 

Truly yours, 
Mrs. Grace Smiru. 


PHILADELPHIA, PA., February 19, 1956. 


DEAR SENATOR: It’s nice to know that there is someone in there fighting for 
us as we reach our older years. I hope you will win out. I believe there should 
be lower rent for older people, in decent places. Tell me how do they expect a 
widow of very limited income to pay the big prices they ask for a two- or three- 
room apartment these days. Here’s hoping the act passes. 

I remain. 

Yours truly, 


Mrs. E. A. JANSEN. 


ALTOONA, Pa., February 17, 1956. 


Deak Senator: I have read this article in Lifetime Living magazine. I hope 
something of this kind could happen as I consider it would be something which 
would be fine for lots of citizens who would sure enjoy same. 

I am 72—wife 65—retired. Yes, we own a home about 50 years old. Like 
many places once a nice section; now mighty poor. Big barn of a place. Three 
stories—mighty poor chances of selling same. Not advisable to remodel or 
repair, and not able to do necessary work, and so forth, to take care of large 
home. Could possibly go to Masonic Home or Lutheran Home, but, as you know, 
most such places you sign over practically everything to them, and we both 
feel we would not like it even if we did this. _ 

At our ages, and health conditions, we don’t feel it would be proper to try 
to buy.or build a small 2-bedroom home, as prices are so dreadfully high. I 
know there are many others in about the same situation. Let’s hope. I remain, 

Most respectfully, 


BE. L. BRENNEMAN. 
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NATIONAL Hovusine CONFERENCE, INC., 
Washington 6, D. C., March 18, 1956. 
Mr. Jack CARTER, 
Staff Director, Senate Subcommittee on Housing, Senate Committee on 
Banking and Currency, Senate Office Building, Washington, D. C. 

DearR Jack: In response to our conversation today may I present some com- 
ments with reference to 8. 2790 that represent the judgment of a number of 
persons closely identified with the problem of housing for elderly persons. The 
purpose behind them is to help strengthen the bill so that it would accomplish 
the job within the framework of FHA, that we’re certain the Senator desires. 

Let me say that a study of the problem of housing for the elderly, as it relates 
to FHA, leads us to believe that any legislation providing for FHA mortgage 
insurance for the aged should include the following essential elements: 

1. The mortgage must be based on a high percentage of the Commissioner's 
estimate of replacement cost. 

2. In projects, the Commissioner should be authorized to exceed the unit limi 
tations by at least 15 percent to provide for adequate, necessary nondwelling 
facilities required for the general welfare and enjoyment of the occupants of a 
project designed for the aging. 

3. Realistic advance FNMA commitment authority is necessary to give the 
program proper impetus. 

4. Some provision similar to that in section 203 (i) permitting a third person 
to lend the home purchaser money and/or guarantee payment of the loan. 

I hope that the following comments with respect to specific provisions of the 
bill, may be helpful : 

1. Page 3, lines 19 through 21. In our opinion this definition should more spe- 
cifically state that single elderly persons are eligible. This is particularly im- 
portant as far as FHA is concerned. At the present time, section 213 is the only 
section which specifically provides for housing for single persons. 

2. Page 4, section (d) (2), relates to single-family dwellings. It seems to us 
that the provision now found in section 208 (i) which permits a third person to 
lend the home purchaser the money for the down payment and guarantee payment 
of the loan if the purchaser lacks satisfactory credit standing, should be included 
in any legislation specifically designed for housing the elderly. Unless FHA 
has this kind of direct legislative authority, the present mortgage credit practices 
will make housing for the aged impossible. ~ 

3. Page 5, section (d) (3), dealing with projects to be developed for the aged, 
the mortgage estimate is set up at 95 percent of the Commissioner’s estimate of 
value. This provision will make housing for the aged under FHA mortgage in- 
surance absolutely impossible. Experience with the value concept under section 
213 is a clear indication that FHA is totally unprepared to modify its valuation 
approach in special purpose programs. Any housing of “such design as to be 
suitable for occupancy by elderly persons,” requiring perhaps a high ratio of 
single dwelling accommodations, would so depress the Commissioner’s estimate 
of value as to make the project infeasible. 

4. Page 6, section (4), the maximum term appears at 30 years or three-quarters 
of the Commissioner’s estimate of thé Fémaining economic life. While it may be 
argued that this would be appropriate for single-family structures, it seems en- 
tirely proper that the same liberal mortgage terms provided for section 213, viz, 
40 years, should apply te projects for elderly persons. 

5. Page 10, section 4 (g), corresponds to the language authorizing FNMA to 
make advance commitments under section 218. Perhaps some consideration 
should be given to eliminating ahead of time the objectionable FNMA administra- 
tive policies and procedures set up under section 213 As you know, these are 
1 percent filing fee, 4% percent purchasing fee, a price of 98, and a determination 
that the $5 million authorization for any one State is not revolving. 

With personal regards, I am, 

Cordially yours, 
Ler F. Jonnson, Brecutive Vice President. 


. 





HOUSING AMENDMENTS OF 1956 299 


WASHINGTON, D. C., April 2, 1956. 
Senator JoHN J. SPARKMAN, ; 
Chairman, Housing Subcommittee, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D.C. 


Dear SENATOR SPARKMAN: Attached is our 1956 statement in behalf of single 
persons of all ages who need housing designed for occupancy by single persons 
for which they can afford to pay. Much of this statement covers information 
vou have received before. However, there are some important changes and we 
have added recommendations in the form of a proposed bill, all of which we 
believe are timely. 

You will remember that subsection (g) was added to section 213 of the 
National Housing Act in 1950 so that it would be possible for single persons of 
all ages to obtain housing. It was assumed (“nothing in this act shall be con- 
strued to prevent * * *”) that rules and regulations would be written to make 
section 213 (g) operative. After 6 years have passed, this has still not been done. 
Is it the duty of the housing agencies to write these rules or the duty of Con- 
gress? We have found the lack of such rules has made it practically impossible 
to put together the type of housing projects desired by single persons. In what 
fair way can it be done? Our organization alone has apparently lost over $14,000 
in filing fees (at $1.50 per $1,000 for two projects of about $4,600,000 each) to 
the l‘ederal Government mainly because of the lack of these rules, and this 
amount paid out of membership dues is a lot of money to a civic organization, 
when what we did was worth at least a hundred times as much. 

I believe your committee is well aware of the tremendous amount of work that 
our staff has done, and we would like to emphasize that all of our research and 
planning, from the very beginning, has been with the thought in mind of helping 
persons past 65 years of age obtain proper housing, partly through helping those 
single persons who are younger before they become in desperate need because 
of age. 

We noticed that on page 32 of your Report on Housing for the Aged, dated 
January 4, 1956, the Philadelphia Committee on Housing for the Aged recom- 
mends: “Further exploration of the potentialities of section 213, FHA, for the 
purpose of developing a demonstration project of apartments for older persons 
to determine the lowest possible rent and to discover the problems inherent in 
the operation and maintenance of such housing.” Surely you will agree with us 
that this is just what we have been striving to do. Most of the questions now 
being asked about the proper solution to this problem can be answered by our 
staff because of its over 8 years’ experience in perfecting plans and techniques 
to satisfy the housing needs of this segment of our population. 

We ran a survey and found that approximately one-third of the thousands of 
single people who have worked with us are past 60 years of age; therefore, we 
humbly request that we be included in any legislation, conferences, or executive 
sessions having to do with the housing needs of elderly or senior citizens. 

We urge you to allow us to tell your committee more completely of our work, 
because it could save the Federal and State governments time and money explor- 
ing this field and satisfying this need, since we have already done so much in it! 

Sincerely yours, 
(Mrs.) Jency Price Houser, 
Legislative Representative. 


A BILL To amend the National Housing Act in order to establish a self-help program 
especially for the housing of single people of all ages 


Be it enacted by the Senate and House of Representatives of the United States 
of Amer in Congress assembled, That the Congress hereby finds and declares 

at— 

1. In many areas of the country there is an urgent need for suitable and 
safe housing for elderly persons, the greater number of whom are single, by 
reason of either not having married or by the death of the wife or husband. 

_2. The lack of properly constructed dwelling units designed specifically for 
single persons, and at rentals that are within reach of the middle-income 
population, if not overcome in time by a self-help program, is likely to cause 
an increase and spread of diseases which are characteristic of older persons, 


thereby crowding hospitals with these persons under conditions of idleness 
that inevitably invite senility. 
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3. This situation constitutes a reproach and possible menace to the present 
and future health, safety, welfare, happiness, and comfort of all our our people 
and is often detrimental to property values, therby reducing income to taxing 
authorities where it exists; therefore the Federal Government shall take imme- 
diate steps to assist in alleviating and preventing this situation by— 

A. Providing or approving a way of providing a national revolving fund 
of $10 million to initiate, to start, and to encourage self-help housing speci- 
fically designed for single persons of all ages, especially for those over the 
age of 33 years. 

B. Allowing a provision for revolving fund loans by interested persons 
either within or without the Government agencies, in order specifically to 
encourage the financing of self-help housing for the same purpose. 

©. Ensuring that nothing in the act shall be considered as preventing 
third-party financing. 

D. Instructing the housing agencies to write rules and regulations on the 
existing legislation under 213 (g), the rules and regulations to be viable, 
workable, and acceptable. 

E. Instructing that existing legislation which has been written applicable 
to housing trust funds shall be expanded and an officer appointed to admin- 
ister such funds who is an authority on trusts and in sympathy with the use 
of trusts in connection with housing under 213 (g). 


It is further enacted that— 


A. On or before the end of a 60-day period after this bill has become law, 
the rules and regulations applicable thereto pertaining to both 213 (g) and 
housing trusts shall be submitted to the congressional housing subcommittees 
and shall be subject to the inspection and approval of the chairman or their 
appointees. 

B. Any filing fees which have been paid to the Federal Housing Administra- 
tion during the period between March 1950 (when the original 213 (g) legis- 
lation was passed by Congress) and the time of perfecting the rules and 
regulations of said legislation shall still be applicable to processing applica- 
tions for mortgage insurance under the Federal Housing Administration. 

Cc. There shall be no rules, regulations, or policies instituted by the 
housing agencies which shall nullify a sympathetic administration of this 
or any other provisions, rules, and regulations under section 213 (g) of the 
National Housing Act. 


STATEMENT OF Mrs. JeNcyY Price Houser, LEGISLATIVE REPRESENTATIVE FOR 
Hovusine DesigNED CHIEFLY FOR PERMANENT OcCUPANCY BY SINGLE Persons 
or ALL Ages, 1956 


Mr. Chairman, my name is Jency Price Houser, legislative representative and 
spokesman for the Cause of Housing Designed Chiefly for Permanent Occupancy 
by Single Persons of All Ages, including the Housing Foundation Designed for 
Single People, Residence At Ease Association and their technical advisory staffs. 

During the past 8 years and more we have been active in the development 
of a mutual self-help housing program on a national basis for the purpose of 
obtaining housing designed chiefly for permanent occupancy by single persons 
of all ages. 

Now, we have come back to Congress for special assistance and guidance after 
having initiated and sponsored in 1950 the passage of paragraph (g) of section 
213 of the 1950 act and after having presented statements to you on March 16, 
1954, and May 18, 1955, which were published in the 1954 and 1955 records of 
both the Senate and House of Representatives. 

We wish to request that paragraph (g) of section 213 of the National Housing 
Act of 1950 be set apart and expanded so as to occupy its own natural place in 
the Housing Act, and that Congress encourage, recognize, aid, and protect this 
movement by establishing a special national revolving loan fund. There is an 
urgent need for housing many single people who cannot afford the high cost 
of living in a hotel, neither do they need the excess space of the normal un- 
furnished apartment. 

Single business, professional, and retired women want and need some type 
of housing—similar to the Young Women’s Christian Association, whereby prop- 
erties are held in trust by trustees. These women should not be expected to 


— financial experts in order that they may have a permanent place to 
reside. 
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Because mortgages of almost any type are amortized over a period of from 
30 to 40 years, insurance and other lending institutions have in the past more 
or less looked down on or discredited women who are middleaged or over be- 
cause they think they are poor credit risks. 

Among other things, they feel that single persons are too old to be safe credit 
risks and will not live long enough to pay off mortgages. Now, a beneficiary 
of a foundation or trust has no age; she may reasonably be replaced a number 
of times and we feel strongly that the foundation-trust-fund method which some 
of our advisers have perfected during the last 16 years is a solution to the diffi- 
cult problem of financing housing for single and elderly people. Briefly, this 
is the system: Some 21 persons desiring housing form themselves into a housing 
group or club. (In the same way as credit unions are being formed.) Single 
people usually long for a fraternal group to fill the sense of lack of family. 
Below the number of 21 we think the strength of union wanes, whereas beyond 
that number, the personal helpfulness wanes. 

Each member of the group will live or will have the right to live, in an apart- 
ment specially designed for single people even in old age. The equity for each 
apartment will be covered financially by what we call a dime-a-day unit and 
a loan unit. A dime-a-day unit in amount is $30 a year, which is the amount 
of interest at 6 percent on $500 (a loan unit) and is arrived at on the basis 
of 10 cents a day for 300 days in the year. This dime-a-day unit carries the 
right to one fractional part of the ownership in the assets or equity, each pro- 
portionate part being arrived at each year according to the amount of mortgage 
paid off through the rents that year. This interest payment becomes an equity 
purchase and, with other expenses may be used as a deduction on the holder’s 
personal income taxes, amounting to at least 3 percent. 

Thus, our housing trust fund method of financing allows the payment of 6 
percent for money, yet requiring a net cost of only 3 percent. There are, in 
addition, other very important savings through building in the more economical 
ways We have planned, and through placing the emphasis upon benefits to the 
residential tenant rather than to the commercial tenants. When these further 
savings are taken into consideration, they are equal to the balance of the 3 
percent payments and offset the complete cost of financing. This makes the 
plan theoretically one that allows for the payment of 6-percent interest on 
money borrewed without cost to the residential tenants, which is in fact an 
economical way of carrying out the desirable policy of encouraging homeowner- 
ship. This thesis is based upon emphasizing the interest feature and the savy- 
ings upon it through making the trust fund an interest fund. 

The amount of money which is usually required to pay off a mortgage or 
other loans is gradually reduced by a large percentage of the beneficiaries 
leaving their holdings to the trustee when they die. Since the loans may be 
long-term, this amount left to the trustee is increased with every turnover of 
occupancy and this turnover would occur, on an estimated mortality table, once 
every 10 years. For a 40-year period of financing, this would mean a turnover 
of 4 times. Since the percentage leaving their loans to the trust should be 
greater than 25 percent, it means that at the end of 40 years there would be 
practically no outstanding indebtedness even should no special provision have 
been instituted for the retiring of the loans. 

This is the.principle of replacement which works quite suceessfully so long 
as 6-percent interest can be paid for the money. The waiting list of some of 
the estimated 2 million would be tenants takes care of repurchases, even in 
advance of need. The total result, of course, means that the foundation trust 
may eventually own the residence with suitable reserves for depletion and 
replacement. Moreover, under this plan of financing housing designed chiefly 
for single people, these single people, even including 25 percent past 60 years 
of age, are better risks than families. Why? (a) Because each one has an 
income instead of being merely the head of the family. (b) because they re- 
ceive an interest income from their loan in the trust fund. (c) because by 
their dime-a-day units they build themselves up as landlords. (d) each one is 
insured, instead of only the head of the family. In Washington some 10,000 
or more have Government insurance, which could be assigned to a trustee to 
guarantee credit. 

All over the country there are single women eager to participate in such a 
mutual self-help housing program if given the opportunity. We hold that Con- 


gress should therefore encourage this program through a special revolving lean- 
trust fund, 
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The granting of a trusteed loan would endorse the merit of our program and 
thereby open the way for the investment of private capital through the same 
type of guaranty as has been successfully used in the mortgage-insurance system. 
The trust should also be so designed as to make this program self-sustaining, 
with (@) adequate protection to the Government by a specific insurance fund 
reserve, and (6) by additional protection against possible losses, in the form 
of a cushion of private capital supplied by the borrowers themselves through 
the purchase of units in the trust. The Government should take such action 
as would encourage private individuals to lend the initial capital of up to $10 
million necessary for a start. Should the money be loaned by the Government, 
however, it could be retired, dollar for dollar, as additional capital was paid 
in. (This private capital could be supplied by single persons, as well as other 
lenders, including States and municipalities.) 

So far as we know, ours is the only organization devoting itself to meeting 
this particular need. This field is new—different—and its pioneers have never 
aimed to elbow out any other housing plans or groups. Our program is not 
designed to compete but rather to add to the momentum of better housing for 
America. It caters to a group that have never heretofore been effectively aided 
or defended in this field. It gives them their first real chance to obtain, on a 
self-help basis, their own specialized housing. It carries with it the atmos- 
phere of pure Americanism. What could be more American than to aid those 
who demonstrate that they are willing to help themselves? And this move- 
ment has managed to maintain itself and pursue its research and planning for 
9 years against great odds. 

There is another point: We see this movement proving to be a preventive 
program as well as curative, in that it will provide housing for some who might 
otherwise become wards of their respective States. We feel that because of this 
fact alone every State should be anxious to help put it inte motion. In time, 
the successful installation of this program would actually save State funds— 
to say nothing of the saving of the peace of mind of worthwhile citizens. 

We are designing the accommodation for a hypothetical tenant who is at one 
and the same time completely healthy and ridden by a variety of characteristic 
ailments. It will be such that even though the tenancy is limited to one room, 
each tenant will be, to a large extent, her own landlord and so can experience 
the satisfaction that goes with such independence. Privacy and undisputed 
possession will do much to lessen the strain which, in later life, might lead to 
the possibility of becoming wards of the Government. This natural relaxing of 
tension will be further enhanced by the knowledge that companionship, when- 
ever desired, can be obtained by little more than pushing a button on the same 
floor. 

The many carefully-thought-out features of living under our plan will tend 
toward eliminating the’ nervous apprehension common to many single people 
with no prospect of a permanent home; there will be a healthful sense of security 
in being sure of one’s own place permanently—even in old age. There will also 
be the psychological factor of living with people who know the situation and 
have, or expect to have, to meet such situations themselves sooner or later ; there 
is the safety of company for person and property, yet privacy in living, as well 
as the opportunity of going and coming when one likes, with the same freedom 
as ina family. Moreover, club facilities for recreation and other purposes could 
be arranged by the tenants, which is a well-recognized preventive of so-called 
old-age complaints. In a word, ours is a preventive program as well as a cura- 
tive program. 

From records of requests for rooms, we believe that there are about 2,000 
single women seeking housing for each million of the hundred million adult 
population. The experience of our organization in Washington, D. C., indicates 
that there are about 10,000 in that city; in Detroit there are about 6,000; and 
in Chicago 10,000. If to this information is added that of special studies about 
the aged population obtainable through clubs and societies, and (most accurate 
of all) through the insurance company statistics (there are 7,500,000 widows in 
the United States, according to the Metropolitan Life Insurance Co.), we have 
& very conservative and factual estimate of 2 million single women in America 
who need housing and would avail themselves of the privilege of better housing 
should they be given a fair opportunity to acquire it. 

There are just over 400 congressional districts in the United States, therefore 
averaging about one project for each congressional district. Is it rerlly too 
much to expect each Member of Congress to encourage proper housing for 200 
single and elderly persons out of the 5,000 of his constituents who need it, totaling 
80,000 out of 160 million inhabitants? 
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This challenging housing need of single people of all ages has been curiously 
omitted from housing debates until just recently. There are definitely points 
where housing designed for single people should differ from housing designed 
for families. The research to date pertaining to materials, techniques, design, 
decoration, and a mutual form of organization should all tend to make our pro- 
posed national model not only a building in which to live but a support of the 
cause which would also encourage and aid indirectly all single persons as well 
us some 80,000 directly. Though much of the value of such aid and assistance 
is intangible, giving encouragement, hope, and a spirit of security to deserving 
citizens, there is a definite savings by mutual self-help which could hardly be 
less than $1 a year for an estimated 2 million persons through economic influ- 
ence, and $1 a month for the 80,000 benefiting directly 

We are justified, we believe, from every standpoint in pushing forward this 
good work in view of the encouragement, cooperation, and urgent petitions we 
have received from single persons who need housing, as well as from many offi- 
cials and ecivie and religious leaders of which the following quotations give 
unequivocal evidence : 

“As an architect and builder of some 50 years’ experience, I feel it is an 
honor and a privilege to help with the perfecting of housing designed for single 
yeople. 

“One architectural plans were submitted to various Government agencies 
und were recognized as the first completely detailed housing plans submitted 
for this purpose. 

“We have matched or improved the techniques suggested by others for single 
and elderly people, including, among many other special features, kitchen 
cabinets, refrigeraters, and ranges with disappearing doors and shelves that 
revolve, thus eliminating the need for stretching and reaching, and the possi- 
bility of bumping into doors and corners. Railings, ramps, wide doors, fire- 
proofing, soundproofing, large windows, folding beds built in, air conditioning, 
clinical facilities, and pleasant surroundings have been provided for. 

“By eliminating courts—all are outside apartments and building costs are 
reduced.”’—CHARLES C. WurITeE, architect. 

“Home living and family relations—the problem: Older couples and indi- 
viduals in America are inadequately housed. They are living in dwellings 
which were, for the most part, not designed to meet their needs. Many who 
would prefer living in their own homes reside with relatives or in institutions. 
Urban conditions, moreover, have disturbed the old type of relations with 
adult children, and new, mutually satisfying forms of association are only now 
beginning to emerge. 

“The situation : 

“1. A large percentage of older persons (19 percent of men over 65, and 31 
percent of women) are not living in their own homes. 

“2. A rather high proportion of older people live with their children or other 
relatives (16 percent of men, 37 percent of women) often because of necessity 
rather than choice. 

“3. A sizable percentage are living in households either alone or with non- 
relatives (11 percent of men, 22 percent of women). 

“4. A small proportion of aged persons reside in boarding homes, nursing 
homes, county homes, homes for the aged, and mental hospitals (5 percent of 
men and 3 percent of women). 

“5. The percentage of single, widowed, and divorced persons 65 and over is 
large (31 of men, 62: of women). 

“6. Single, widowed, and divorced older people are ineligible at present for 
Federal housing. 

“7. The housing of most older persons is similar to that of their middle 
years, except that it is more dilapidated and more in need of repair than the 
average; it is badly constructed for the living requirements of older people. 

“8. Only recently have there been successful attempts, in a few States, to 
construct dwellings specially designed to meet the needs of older persons.” 

“Two recommendations : 

“(a) States should encourage and facilitate private enterprise in building 
low-cost housing properly designed for oldér couples and individuals. Public 
and private lending agencies should broaden their present policies so as not 
to exclude persons over 60 as poor risks for home-purchase loans. 3 

(b) States and localities should ‘stimulate and finance, if necessary, the 
construction of resident clubs or other community dwelling projects, on a self- 
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sustaining basis, for older persons preferring this arrangement.—TueE Councu, 
OF STATE GOVERNMENTS (a report to the governors’ conference in 1955). 

“The housing need in Detroit, in the eyes of Detroiters, is the city’s most 
important single problem, according to a public opinion survey conducted by 
a Wayne University research team.”—JOoURNAL oF HovusINe. 

“T have read with interest your document on Housing for Single Women. 

“The problem with which you are dealing is an important one which fully 
justifies the effort you are making with respect to it. While it is not directly 
related to urban renewal and, therefore, is of no primary concern of our admin- 
istration, it does fit in to an overall housing program and presents one of the 
problems to which we must address ourselves.”—J, W. Fortin, Urban Renewal 
Commissioner, Housing and Home Finance Agency, March 15, 1955. 

Legal opinion: “I believe your program for meeting the housing problems of 
unattached women is a constructive one. The civie need for such housing 
seems beyond dispute and I wish you every success in your efforts to satisfy 
it.’—Rosert L. WricHt, Washington, D. C. 

“I could very well write you a letter about the great need of housing for 
single women, because I have constant calls for just such information which 
I am unable to supply, Outside of the very limited facilities for young women, 
there is almost nothing here, and I know of a great many women who have 
had a great deal of difficulty finding places to live.’—Dr. Tracy M. PuLLMAN, 
minister, Church of Our Father, Detroit, Mich. 

“The last piece of material which you sent me is rather a complete outline of 
the housing problems being faced by single women not only in Detroit but in 
every major city in the country. 

“While this shortage affects thousands of women in terms of total housing 
problems, it tends to be overlooked. It is also true that financing and other 
difficulties have tended to hold up practical developments in this housing area, 
but you are well acquainted with these problems, and much better acquainted 
than I.”—Epwarp Connor, councilman, Detroit, Mich. (also leader in housing 
field). 


“Thank you very much for sending me the release on Housing Designed for 
Single Persons, 

“Housing for single women is a subject of primary concern to a large group 
of our people and you and your associates are to be commended for taking 
these pioneering steps in helping to solve the many problems that beset this 
group in the securing of adequate and comfortable quarters. 

“I am looking forward to receiving additional material on this important 
subject."-—-Mary V. Breck, member, city council and president pro tempore, 
Detroit, Mich. 

“This letter introduces Miss Jency Price (Houser), executive secretary and 
secretary of Public Relations of the Residence At East Association of Detroit. 

“She is desirous of receiving such assistance and information as you can give 
her with respect to Federal aid for building a residence for business, professional, 
and retired women of Detroit. I have personally discussed this matter with her 
and believe the project to be a very worthy one. I know that this opinion is 
shared by civic and religious leaders in Detroit. 

“Anything you can do to help her will be deeply appreciated.”—Gov. G. 
MENNEN WILLIAMS, State of Michigan. 

Dear SENATOR MCNAMARA: “I am enclosing for your perusal a document of 
great merit, but one which is not apt to draw much attention. The author, 
Jency Price Houser, is a person that I have met on several occasions. She is 
tireless in her effort to put over what is a great need in America, permanent 
homes for single women. 

“With the ratio now of 7 to 5 and the women living longer, there are bound 
to be many thousands of single, self-sustaining women in this country who 
would prefer to live alone but there is no adequate accommodation for them. 
Take for instance the Federal housing program. On several oceasions I have 
been asked to intercede for people who are in the housing projects but who be- 
came single by the loss of a husband or other members of the family and who 
were asked to move. As a matter of fact, I had a case just last week when 
* * * spoke to me about his mother who is in the Parkside project. They have 
ordered her to move. I got hold of * * * and he said he would lay it aside 
for 6 months and then take a look at it. This still leaves the mental hazard. 

“It is my opinion that single women, are inarticulate when it comes to their 
own self-interest in matters of this kind. Someone ought to champion the 
single women and their need for permanent housing because 2 out of 7 and 





HOUSING AMENDMENTS OF 1956 305 


maybe more are destined to lead a lonely life and I know of no man more 
capable or better fitted than yourself to champion this great but neglected cause. 

“With kindest personal regards.”—Franx X. MarrTeL, president, Detroit and 
Wayne County Federation of Labor, Detroit, Mich. 

“Housing, appropriate for single, older women is one of the most pressing 
problems of our times. Your organization appears to be one of the most interest- 
ing proposals made to meet the needs of the older group.”—WiLMa Donanue, 
chairman, division of gerontology University of Michigan, Ann Arbor, Mich. 

“Many thanks for the copy of your document No. 7. I remember you quite 
well and the program you are conducting and, as I explained to you, I am very 
much in accord with your purposes.”—WaALTER B. MIL1s, Jr., president, National 
Association of Housing and Redevelopment Officials, Gadsden, Ala. 

“Your letter interests me not only as mayor but as the father of a single 
daughter living in Washington. I would be glad to have you call on me when 
you are in this city..—-Roy W. Eves, mayor, Cumberland, Md. 

“I can assure you that many people in this section of the country are very 
much interested in this movement. What is most needed is some way of getting 
this movement in action among the people. I have not met one that has spoken 
against this idea, in fact they are all for it and state that it is about time some- 
body gave some thought to the housing of single people, especially the middle- 
aged or older.”—Rurus Hopees, Mechanicville, N. Y. 

“As a psychiatrist of many years’ experience in the employ of the New York 
State Department of Mental Hygiene, I am especially interested in the obtaining 
of a proper and healthful environment for young and mature women who are 
away from their home environment, either working to support themselves or 
retired.”—Dr. BE. 8S. Hettwee, Washington, D. C. 

“Your seventh news letter has reached me this morning, and it is well gotten 
up and presents the subject in a forceful manner. 

“T think your project is commendable and your enthusiasm admirable. I 
think the idea should be promoted, but how to interest the powers that be, I 
am at a loss to visualize——-MABEL Kerr, Atlanta, Ga. 

Mr. Philip M. Kaiser, special assistant to Governor Harriman in a survey 
of the problems of the aged, said, “There is no place on the American scene” 
for an employer attitude which places persons in their late thirties in the 
aged category. He said that our status as individuals and our well-being 
centers around work and our capacity to work.” He asked, “What will happen 
te confidence and morale, not to speak of our self-respect, as responsible, self- 
supporting members of the community, if we are to become too old at the age 
of 35 or 40.” He warned that the State must move to prevent mental break- 
downs and strive to reverse a steady and significant increase of the elderly in 
our State hospitals. 

“Congratulations on your efforts to form housing for single persons. That 
is, indeed, a long-felt want in this vicinity. Were your project introduced here, 
I feel confident it would develop into a great success.”"—-Mary OLINE HEGe, 
Minneapolis, Minn. 

“T have for some time been very much interested in building.rental housing 
for California’s old-age pensioners. I have gone so far as to select a site’ for 
my project and have done some designing and planning for it. I have, however, 
met with little encouragement from lenders. I have discussed it at length 
with FHA to no avail and have talked with savings and loan and other sources 
of conventional lending with no success. I would be interested in hearing what 
your group has accomplished along this line.”—Lucre R. YArTeEs, 1955 president 
of women’s committee, National Association of Home Builders, Sherman Oaks, 
Calif. 

“IT am one of a large and terrified growing group past the great divide of 
65 years. We shall continue to ‘snowball,’ as it were, each passing year. And 
we are beginning to wonder in a helpless sort of way where we shall live and 
how. Very many in this category have known better days, and have, repre- 
hensibly, perhaps, but naturally, the desire to live as comfortably and ‘genteely’ 
as-possible within reasonable limits. This need will become more urgent every 
year.”—-M. M., Manhattan, N. Y. 

Special housing program sought to comfort aged: A special program of 
housing for the Nations elder citizens, particularly those who have to live 
alone, has been proposed by John Carroll, vice chairman of the Boston Housing 
Authority. . 

Mr. Carroll, whose studies of the problem indicate that 8.8 of every 100 
persons in Connecticut are aged 65 or older, points out in a report placed before 
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Congress that no -new private rental housing is being made available to the 
mee and there is no evidence of any interest by private enterprise in such 
10USINg. 

Mr. Carroll, who has given years in trying to help those of low income and 
the underprivileged, says there is ample evidence that large numbers of oldsters 
live in decrepit Boston-area rooming houses and that tremendous sums in Federal. 
State, and local taxes, paid to old-age assistance recipients for housing, are 
actually subsidizing slums, substandard dwellings, and rundown boarding places. 

“In every city the elderly are ‘jammed’ into ramshackle housing for which they 
pay enough to meet the rent for decent federally aided housing similar to that 
available to others. The aged can’t qualify for existing Federal housing in most 
instances, Mr. Carroll said, because most of them are alone. Consequently the, 
are forced to.live in hotels. 

“Mr. Carroll’s figures indicate that New Hampshire, at 10.8 percent, has the 
largest proportion of New England’s past 65’ers. This ratio, almost equaled in 
Vermont and Maine, is relatively high nationally, for Connecticut’s, even though 
lower, is exceeded in few States outside New England. 

“Social security and private pensions have been moving forward, Mr. Carroll 
Says, but housing for people old enough to collect benefits is not keeping pace. 
‘All this progress comes to nought,’ he ebserves, ‘if the pension recipient still has 
no decent house in which to spend his declining years.—By WiLiiaM A. GaRRET?T 
of the Hartford Times. 

“There are many, many widows in Phoenix and most of them are looking for 
a smaller place when they sell their homes.” Mrs. Barton K. Yount, Phoenix, 
Ariz. (widow of Lt. Gen. B. K, Yount). 

“IT came to Washington in 1920, and from the time of my arrival as a young gir! 
I have found living conditions intolerable, and I still am not satisfied with my 
present living quarters. In the year 1950 I was turned out 3 times. I walked 
the streets for hours and hours, on my own leave, until my feet ached. When 
I told the landlord I was single, he told me they didn’t rent to single people. A 
single person has to pay as much as-a couple or family for an apartment. There 
were various reasons why I had to move, among them being: The house was 
being sold, I used too much water, house was cold, no hot water, no privacy 
(no lock on the door because I was told private homes are not allowed to. lock 
bedroom doors due to fire regulations), and so forth—On one occasion I had a 
large sum of money stolen. 

“T have been put to a great deal of expense in looking for a place to live, 
and moving, not to mention the leave I have taken from my work and the incon- 
venience caused my employer, the Government, so I have decided to stay and 
continue ‘camping out’ where I am until (I hope and pray) such a place as 
Residence At Ease is built."-—-Aenes SutpHin, Washignton, D. C. 

“Thank you for all the letters. Bulletin No. 5 is very interesting and full of 
hope for older women. What magnificent organizational job you have done. I 
heartily agree with your statement about expenditures for mental health: in 
New York State. I was, for 10 years, finance secretary for the National Com- 
mittee for Mental Hygiene. A home would have saved many (especially the 
older women) from unkind and often brutal handling at the hands of indifferent 
and thoughtless individuals—just a place to be herself, have her own friends, 
do her simple chores in her home, and above all, ‘belong.’ Yes, I do want to know 
more and help, if I can—and I believe I can.”—Atice M. Braprorp, New York 
City, N. Y. 

oe * * Social change is helping to strengthen the housing demand, More older 
couples and individuals are coming into pensions and social security benefits. 
Generally they want places of theirown. They dislike living doubled up as much 
as do the newly marrieds. : 

“In this country there has long been a strong tendency to avoid living with 
in-laws, and in recent years this has been strengthened by findings of sociologists 
and psychologists which show that much domestic conflict arises from double 
household arrangements. Moreover, recent trends toward larger families have 
made this kind of living more difficult. 

“Some realistic looking ahead is needed to find how the house of tomorrow. can 
meet Americans’ psychological as well as material needs * * *.”—MALVINA 
Linpsay, The Washington Post and Times-Herald. “ 

“Thank you for your letter of recent date. I am glad to note that you are 
sponsoring a program intended to help single persons in need of housing. We 
would be very interested in such a program and when you come to this city I 
suggest you call my secretary. We will be very happy to see you here at cily- 
hall.”—Mayor peLessers 8. Morrison, New Orleans, La. 
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“The career woman who has no family faces a special problem in looking for- 
ward to retirement. A career woman needs to assure her own maintenance, 
and I think that more than ever we need homes to which able-bodied and earning 
women may contribute and then enter when they need that kind of living.”— 
Copied from the Chicago Daily Tribune. 

“I read your material as it comes along with a great deal of interest. I am 
constantly impressed by your persistence and consistent followup of any possi- 
bilities to improve the housing situation of single women, particularly business, 
professional, and retired individuals. This seems to be in line with a tremendous 
need, since so many single women are going te be those who make up the major 
part of our older population, and anything which provides for privacy and comfort 
at a reasonable cost is indeed an answer to a very baffling problem.”’—OxtIe A. 
RANDALL, Consultant on Services for the Aged with the Community Service So- 
ciety, New York City, N. ¥. ¢ ; 

When speaking to a large group in Detroit Frank Lloyd Wright, the world’s 
most noted architect, said, “This is an American grassroots movement.” 

“Each of your newsletters has served to increase my interest and enthusiasm 
for the national movement of housing single persons. 

“Introducing the idea to friends and acquaintances has been a pleasure. They 
accept it with such sincere attention. Likely an old story to you, but nevertheless 
a source of joy and satisfaction. 

“Kleven years’ experience with public housing has conditioned me to limited 
acceptance when individuals or groups meet the program for the first time. But 
a peek at the plan for housing for self-supporting single persons produces such 
keen interest in the idea that certainly the long look will bring many enthusiastic 
supporters and participants. 

“IT am eager to learn more and to have a part in developing this housing 
program.”—Mrs. Jean C. CUTLER, management adviser, Housing Authority of the 
City of Pittsburgh, Pa. 

“As you undoubtedly know, Mrs. Houser, California has grown more than 
4 million people in the last 12 years. Consequently housing needs in all parts of 
the State have been, and are at the present time, critical.”—-From the office of 
Gov. Earl Warren, State of California. 

“Recently I read one of your bulletins on housing for single women and wonder 
if it would be possible to place my name on your mailing list to receive such 
bulletins as they are issued and any other material pertinent and available with 
reference to such housing. 

“At present I am secretary in Los Angeles civil service. I am 50 and expect 
to retire at 65 on a small pension, probably $75 or $80 per month. I would like 
to feel that I had a place to call my own so that I could live on such a small 
pension.”—Mrs. Mary B. Davis, Los Angeles, Calif. 

“In studying this question of what such a program means to single women it 
is thought that probably the first reaction is a feeling of hope. It is a very per- 
sonal hope, a vision of a faraway future in comfortable and attractive surround- 
ings plus a feeling of security for aging years. We can by this project, I believe, 
produce something worth living for, something that will outlast our years and 
enrich the lives of future generations. We have the opportunity to share in a 
distinctive contribution to the women of. tomorrow.”—PEARLE Cooper, lawyer, 
Washington, D. C. 

“I read with much interest Document No. 7, in which you presented very ably 
the housing needs your group is attempting to fill, and what you have done 
toward bringing this project to fruition. 

“As you know, I have followed with lively sympathy the progress you have 
made over the years through Miss’ Kran, one of your most loyal and tireless 
workers. I only wish that circumstances, made it possible to be of material 
assistance to your hardworking group. 

“I hope that your dream will soon be realized and that your first building will 
be started before very long. The plans for the buildings on which you have 
touched are progressive and. well ‘thought out:”—Dr. Haratp A. Renper, Smith- 
sonian Institution, Washington, D. C. 

“Old Folks Need Own Place: * * * “I believe the general testimony is that 
elderly persons are better satisfied in a place of their own than they are 
living as subordinates in their children’s homes. They need to keep busy, 
and to retain a sense of independence to avoid the doldrums of ‘just hanging 
on.’ ’ : , 

Miss Haworth quotes Mr. Clark Tibbits: of the Department of Health, 
Education, and Welfare, ‘as. follows: “Contrary to widespread belief, aging 
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people do not, as group, want to live with their children. A ‘living together’ 
arrangement isn’t too healthy in any case * * *. As a person ages, he should 
develop a way of life in which he is not emotionally or financially dependent 
on his children.”—-Mary Haworth’s Mail, the Washington Post and Times 
Herald. 

“Yes, indeed, there is a very great need for housing for older unmarried 
women in Boston.”—Mrs. Haze I. Gormigey, Director of Boston Young Women’s 
Christian Association—Boston 16, Mass. 

(The first YWCA in America). 

“A $15 million fund was allocated today for study of what may be the 
greatest health problem facing mankind—mental illness. 

“The grant was announced by the Ford Foundation, which said about half 
the hospital beds in the United States now are occupied by mental patients. 

“Care and treatment for the mentally ill costs Federal and State Governments 
alone more than $1 billion annually,” said a statement by foundation president, 
H. Rowan Gaither, Jr. 

“Yet, less than 1 percent of this sum currently is being spent for research on 
the prevention and cure of mental illness,’”—Copied from the Washington Post 
and Times Herald, May 8, 1955. 

“Biderly New Generation’—‘A Yale physicion says it takes more than 
institutions to solve the social and personal problems resulting from the increase 
in the Nation’s aging population. 

“Ira V. Hiscock, professor of public health and chairman of the public health 
department at Yale said apartment projects, group homes, residence clubs, 
and similar arrangements are needed to integrate this ‘new generation’ of 
elderly people into our social and cultural life. 

“Older people can lead more satisfying lives, with meaning for them and 
their families, despite physical and phychological limitations, if the community 
provides essential economic and social opportunities,” Dr. Hiscock said. 

“The ‘most crucial’ opportunities that must be provided for older people, 
he said, include those for employment, economic security, medical, dental, and 
nursing care, recreational and spiritual resources, and special housing with 
proper living arrangements. 

“He said the resources for meeting the problems of the aging population have 
not yet been made available by the Federal, State, or local governments.” 

He pointed out that “contributions toward the problem offered by 
Connecticut are too limited for * * * homes for the aged, and noninstitutional 
living arrangements.”—Rocky Hill, Conn.—Copied from the Christian Science 
Monitor. 

“Business Women Discuss Housing’—‘“Proposals for a local cooperative 
housing unit for single women were considered Saturday afternoon at an 
informal meeting of businesswomen. 

“Miss Ruth Lewman, chairman of the Indianapolis Business and Professional 
Women’s Club cooperative housing committee headed the conference, which 
was attended by 18 representatives of BPW chapters, women’s service groups 
and professional associations. 

“Miss Lewman’s idea of housing for single women who work is a cooperative 
dwelling unit with private rooms or apartments and community dining rooms, 
lounges and shops. 

“A preliminary survey of BPW members indicated a strong interest in such a 
project. 

“Women attending the meeting favored a long-range program with individual 
participation and group sponsorship. 

“All the women at the meeting agreed that lack of such housing is a community 
problem.”—Copied from an Indianapolis, Ind., newspaper. 

“IT like the vastness of your project. A big vision is always interesting. 
Viewpoint has its difficulties and everything had to be tried and proved just 
as we went along. Nevertheless, the s¢heme went steadily forward, because 
it had behind it intelligence, enthusiasm and good will united to achieve a 
good purpose. To borrow a phrase from the Psalms, a right idea, like the 
Word, may be said to be ‘settled in Heaven.’ That is the pledge of its suecess 
on earth. We wanted to bring something of the sense of home to a world 
suffering desperately from homelessness. We also wanted to make some 
recognition of the rights of women workers as homemakers. They serve their 
communities the world over in all sorts of capacities; surely they deserve the 
opportunity to express their individuality in homes where they can ‘rest at 
ease.’ Freedom, privacy, and comfort coupled with suitability and beauty 
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stimulate one to new thoughts and fresh activities. All this, we in our small 
beginning felt was needed. How splendid it is to feel that you across the seas 
have the same objects. With all my heart, I wish you the fullest possible 
suecess.”"—Miss J. M. M. Cunningham, Founder of the Viewpoint Housing 
Society, Ltd., Edinburg, Scotland. 

“* * * Tt has been an amazing revelation to me to learn of the tremendous 
efforts which have been expended by a small group of dedicated people in 
championing the cause of housing specifically designed for occupancy by single 

rsons. 
eat is my considered opinion that the great amount of research and planning 
which has been accomplished would, if conducted by a Government authority, 
have cost the taxpayers many millions of dollars. 

“It is my earnest hope that you may achieve due recognition by the Congress 
of the urgency for further action in this splendid cause.”—Grorer E. Lorentz, 
accountant, Washington, D. C. 

“I would like to take this opportunity of putting in a word for your housing 
program for single people. 

“As a builder, it has been impressed upon me, that housing of this nature 
is urgently needed. I have looked over the plans for apartment housing for 
the above-mentioned people, and believe you really have something. I am cer- 
tain it is worthy of the full attention of the Congress, and sincerely trust it 
may adopt a favorable attitude toward the same.”—J. K. McInrosu, Sun Con- 
struction, general contractors, Chevy Chase, Md. 

“Probably there is no single concrete object in our civilization that tells more 
about .a man, his country, or his economy than does his home. It is at the very 
center of man’s social and economic life. It often forms the material base on 
which man’s moral life develops.”—Cooperative Housing in Europe, a congres- 
sional report. 

“I have followed for several years your efforts to obtain housing for single 
women. I believe there is a definite need for housing for people who want 
neither the high cost of living in a hotel nor the excess space of the normal 
unfurnished apartment. The women you represent are willing to help them- 
selves if they can just get a little assist from the Congress. I wish you the best 
of luck on your legislative efforts for the coming year.”—Tieue BE. Woops (our 
former National Housing Expediter). 

Summary.—The purpose of the foregoing suggested bill and this supporting 
statement is to inform Members of Congress as fully as possible about a great 
need, so that they can allow for the establishment of a workable program. 
Such support from Congress will meet a need of men and women of all income 
levels and of all ages, particularly those belonging to the hard-working middle- 
income group. 

We realize that if our efforts are to succeed, help is urgently needed on the 
legislative level, so that the good that has been accomplished during the past 
9 years can be saved and preserved for posterity. We hope that Congress will 
see this as we do. 

We, the pioneers of this movement, feel that we are deserving of sufficient 
encouragement and financial guidance and aid, on a loan basis, to protect us 
in this work of obtaining proper housing for single persons of all ages. 


TITLE VIII. MILITARY HOUSING 


HERTZMARK-PARNEGG Co., 
Albuquerque, N. Mex., March 19, 1956. 


Hon. CLINTON P. ANDERSON, 
United States Senator, 
Senate Office Building, Washington 25, D. C. 


Dear SENATOR ANDERSON : There has recently been considerable local discussion 
concerning title VIII of the current Housing Act which provides for the con- 
struction of single family houses on military installations, to be owned by the 
military and rented to military personnel On a compulsory basis as well as to be 
made available to civilians attached to the military. I believe these provisions 
were included in the Capehart amendment to the current Housing Act and are 
now about to be amended and/or extended into next year’s act. . 

I believe this legislation should be subjected to a thorough reappraisal befo 
being extended in any way or modified. I do not believe the effect of this 

- 75333—56——21 
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legislation on the economic structure of the New Mexico cities affected thereby 
has been fully evaluated. The legislation could certainly deal a “body blow” 
to Albuquerque’s housing business. 

The privately financed housing program has failed to meet the needs of the 
military in only one category. That is, to provide adequate off-base housing 
for military personnel in the lower pay grades. I have had considerable expe- 
rience with a volume of loan applications and I cannot recall a single instance 
where a private, corporal, or civilian in the $150-$250 group could be qualified 
to purchase a house without having supplementary income. These low“yaid- 
military people should be taken care of in their housing needs, but it does 
not appear to me that the existing or recommended provisions of title VIII 
are directed toward solving this problem at all. 

Furthermore, it appears that neither Congress nor the qualified housing 
agencies have authority over the military to determine the location or number 
of units constructed under this legislation. I think this is contrary to public 
policy and to the continuation of a sound housing program. Final authority for 
a program which might so drastically affect the economy of our area should 
not be left to military commanders. I understand the NAHB has recommended 
that a committee of Congress be given such authority, although I personally 
would prefer the FHA. 

I hope you will see fit to study this problem and to act in accordance with 
the thoughts expressed above. If I am mistaken in any of my premises, I would 
greatly appreciate hearing so from you. 

Best personal regards, 
Sipney 8S. HerTzMarx. 


ALBUQUERQUE, N. Mex., March 17, 1956. 
Hon. CLINTON P. ANDERSON, 
United States Senate: 

Urgently request your investigation of title VIII, Military Housing Act, for pos- 
sible adverse effect on economy of cities where projects are proposed and possi- 
bility that excessive numbers of rental units are being proposed. 

BurtTon’s CABINET SHop. 


ALBUQUERQUE, N. Mex., March 15, 1956. 
Hon. CLin Ton P. ANDERSON, 
United States Senate, Washington, D. C.: 

Strongly recommend that final approval of location and number of units for any 
title VIII military housing project rest with special congressional committee 
established for this purpese. 

FRANKLIN J. MARBERRY, 
Marberry Construction Co. 


ALBUQUERQUE, N. Mex., March 16, 1956. 
Hlon. CLINTON P. ANDERSON, 
United States Senate, Washington, D. C.: 


We recommend a searching reappraisal of the spirit and intent of title VIII 
military housing law before the extension of present law or before any modifica- 
tions of present law are enacted. 

ALBUQUERQUE FEDERAL Savines & LOAN 
ASSOCIATION, 
Hueu J. Granam, President. 


ALBUQUERQUE, N. Mex., 
March 15, 1956. 
Hon. CLiInton P. ANDERSON, 
United States Senate Office Building, 
Washington, D. C.: 

Urgently request your investigation of title 8, military housing act for possible 
adverse effect on economy of cities where projects are proposed and possibility 
that excessive numbers of rental units are being proposed. 

Ropert D. RosENTHAL, 
2721 Utah Northeast, Albuquerque. 
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ALBUQUERQUE, N. MEx., 
March 15, 1956. 
Hon. CLINTON P. ANDERSON, i 
United States Senate Office Building, 
Washington, D. C.: 

We recommend a searching reappraisal of the spirit and intent of title 8, mili- 
tary housing law before the extension of present law or before any modifications 
of present law are enacted. 

STEPHEN F.. GROVER, 
1420 Pitt Northeast, Albuquerque. 


ALBUQUERQUE HoME BUILDERS ASSOCIATION, 
Albuquerque, N. Mew., March 15, 1956. 
Hon. CLINTON P. ANDERSON, 
United States Senate, 
Washington, D. C. 

My Dear SENATOR ANDERSON: The Albuquerque Home Builders Association 
respectfully requests your urgent attention be given to the title VIII, military 
housing program and its possible serious effect on the economy of cities and 
towns adjacent to military installations which will build large numbers of 
rental housing units under this title. 

A review of the section known as Title VIII: Armed Services Housing Mort- 
gage Insurance of the Housing Act of 1955, which we understand was passed 
in the closing hours of the 1955 congressional session, reveals what we believe 
to be possible danger points worthy of your investigation. 

1. 100,000 units underwritten. This is 10 percent of the yearly housing pro- 
duction in the United States. 

2. Units are to be available for military or civilian occupancy by assignment, 
which we interpret to mean compulsory occupancy. 

3. FHA regional office recommendations for need can be ignored, especially 
where FHA fails to concur with military as to need. 

4. Average mortgage of $13,500 allowed. This opens the possibility that projects 
can include luxury units. 

5. Criteria for determining of needs are unnecessarily restrictive and strict 
administration by FHA precludes the possibility of application of the law in 
what we believe to be its true spirit and intent, which is to provide housing for 
the lower pay grades in the Military Establishment. 

We believe that the enclosed partial list of projects already approved under 
the Capehart program clearly indicates the need for congressional control of the 
allocation of units to be constructed under this title. The effect of 1,535 rental 
units in Little Rock, Ark., 1,000 units at Abilene, Tex., and 1,685 units at Platts- 
burg, N. Y., might well be measured in sales not made by home builders, fore- 
closures among private rental property owners, and a depressed housing market 
for years to come. The 716 units proposed in Albuquerque will constitute. 30 
percent of yearly output of residential units. 

Legislation for the program expires September 20, 1956, and there seems to be 
no doubt that the program will be extended indefinitely. It is our understanding 
that it has been recommended that FNMA buy loans under this title at par; that 
the $13,500 average per unit be raised to $16,500 per unit; that FHA’s insurance 
fee be waived entirely; and finally, that the determination of need rest entirely 
with the military estabiishment without regard for FHA recommendation. 

Our association respectfully requests that you seriously consider the following 
recommendations with regard to administration of the present act, and to any 
extension or modification of the present act during the 1956 congressional session. 

1. We believe that final approval of location and the number of units for any 
request for title VIII military housing should be vested in a special congressional 
committee appointed for this specific purpose. 

2. We recommend that a complete reappraisal of the spirit and intent of the 
title VIII military housing law is necessary prior to any consideration for the 
extension of the law or any modifications of the present law. 

Our association is vitally concerned with matters which affect our industry, 
and in our opinion this housing program, if improperly sdministered. can seri- 
ously affect the economy of the Nation as a whole, and will reflect into many 
associated fields of private enterprise, such as private rental properties, mortgage 
loan availability, and resale values of properties in cities directly affected. 
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The members of the Albuquerque Home Builders Association will appreciate 
your immediate attention on this vital issue. 
Very truly yours, 
Epwarp D. GLAppEN, President. 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, PROPERTIES AND INSTALLATIONS 


Capehart housing program projects approved as of Feb. 4, 1956 


Name and location of installation : Number 
Army: of unite 
Fort Carson, Colo 
Fort Leavenworth, Kans 
Fort Polk, La 
Redstone Arsenal, 
Fort Eustis, Va 


Fort Huachuca, Ariz 

Schofield Barracks, Hawaii 

Fort Rucker, Ala 

ON caer ee eas eee 
Fort Bragg, N. C 

ORC: RAEI, Bl icgrrerenevsisteennensavinmaninareipmreetinestomaaneemeibaeate ee 
Richmond Quartermasters Depot, Va : 
Yuma Test Station, Ariz 

Camp Irwin, Calif 

Fort McNair, Washington, D. C 

Tripler Army Hospital, Hawaii 

Fort Shafter, Hawaii 

DA Receiving Station, Md 


Total 


Navy: 
Albany MCSD, Ga 
New River MCAF, 
Beaufort MCAS, 8. C 
Great Lakes NTC, Il 


Portsmouth, N. H 
Homestead, Fla 
Ardmore, Okla 
Fairchild, Wash 
Columbus, Miss 
Seymour-Johnson, N. C 
Blytheville, Ark 
Plattsburg, N. Y 
Abilene, Tex 


Sewart, Tenn 
Myrtle Beach, 8S. C 
Oxnard, Calif 


Greater Pittsburgh Airport, Pa 
Minot Air Force Base, N. Dak 
Nellis Air Force Base, Nev 
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Capehart housing program projects approved as of Feb. 4, 1956—Continued 


Name and location of installation—Continued 
Air Force—Continued 

Frand Forks Air Force Base, N. Dak 240 
Edward Gary, Tex 215 
Westover Air Force Base, Mass 200 
Bong Air Force Base, Wis 350 
Laredo Air Force Base, Tex 345 
Andrews Air Force Base, Md 280 
Klamath Falls Municipal Airport, Oreg 
Tyndall Air Force Base, Fla 
Olmsted Air Force Base, Pa 
Suffolk County Air Force Base, N. Y 
Smoky Hill Air Force Base, Kans 
Forbes Air Force Base, Kans 
Luke Air Force Base, Ariz 
Altus Air Force Base, Okla 
County Municipal Airport, Ariz 
Duluth Municipal Airport, Minn 
Sawyer Air Force Base, Mich 
Niagara Falls Municipal Airport, N. ¥ 
Grandview Air Force Base, Mo 
L. G. Hanscom Air Foree Base, Mass 
Youngstown Municipal Airport, Ohio 
Travis Air Force Base, Calif 


Projects approved as of Feb. 13, 1956: 

Army: 
Jeffersonville Quartermaster Depot, Ind 
Fort McClellan, Ala 
Redstone Arsenal, Huntsville, Ala 
Fort Belvoir, Va 
Fort Riley, Kans 
Fort Leavenworth, Kans 
Camp Leroy Johnson, La 

Air Force: 
Foster Air Force Base, Calif 
Stewart Air Force Base, N. Y 


ALBUQUERQUE, N. Mex., March 16, 1956. 
Hon. CLINTON P. ANDERSON, 


United States Senate, Washington, D. O.: 


We recommend a searching reappraisal of the spirit and intent of title VIII 
military housing law before the extension of present law or before any modifica- 
tions of present law are enacted. 

ALBUQUERQUE Boarp or REALTORS, 
Pau M. BaTset, President. 


ALBUQUERQUE, N. Mex., March 16, 1956. 


Hon. CLintTon P. ANDERSON, 
United States Senate, Washington, D. C.: 


Urgently request your investigation of title VIII military housing act for 
possible adverse effect on economy of cities where projects are proposed and 
possibility that excessive numbers of rental units are being proposed. 


MADELYN Ratusun, Realtor. 


ALBUQUERQUE, N. Mex., March 16, 1956. 
Hon CLINTON P. ANDERSON, 


United States Senate, Washington, D. C.: , 
We believe lack of congressional control will result in overprograming of title 


VIII military housing. Normal market for private housing, including privately 
owned and financed rentals will be seriously affected in areas near military in- 
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stallations if presently proposed projects are built. Present indications are that 
100,000 units under 1955 legislation will be heavily oversubscribed and that 
Congress will extend authority for indefinite period. Our concern is that military 
will continue to program projects without realistic basis of need. We recommend 
that you assure yourself that housing units approved are for occupancy accord- 
ing to need and ability to pay in a free-enterprise market rather than occupancy 
by high rank enlisted and officer personnel. We urgently request that final ap- 
proval of any title VIII project be vested in a congressional committee and that 
determination of need be subject to public hearings in each case. Suggest that 
any extension of present program, including presently proposed amendments by 
Congressman Rains’ subcommittee be deferred subject to public hearing and 
investigation of overall economic effect of this program on home-building industry 
and associated business. 

Date J. BELLAMAH, 

E. Prick Hampson. 


GENERAL 


STATEMENT OF W. FRANKLIN Morrison, LEGISLATIVE COMMITTEE, NATIONAL 
SAVINGS AND LOAN LEAGUE 


This statement is presented in my capacity as chairman of the legislation 
committee of the National Savings and Loan League. I am also executive vice 
president of the First Federal Savings and Loan Association of Washington, D. C. 

The Senate Banking and Currency Committee has before it a list of bills, upon 
which this hearing is being held, designed to provide more adequate housing. 
We recognize that it is the policy of Congress to provide homes and home 
financing for all who desire to become homeowners. The largest single source 
of home financing is member institutions of the Federal Home Loan Bank System. 
We believe these member institutions have demonstrated their proficiency in not 
only furnishing home financing funds but in following through with the servicing 
of these mortgages until they result in homes free and clear of debt. We sincerely 
believe that the best interests of the country will be served by extending to these 
member institutions any statutory liberalizations that will better enable them to 
do this highly important job. To this end we are suggesting a number of liberaliz- 
ing amendments to existing law which we are setting forth later in this statement, 
together with the reasons why they should be adopted. 

The National Savings and Loan League pledges its support and cooperation 
to the continuous efforts of the Banking and Currency Committees of Congress 
to devise methods of making home ownership available to families within the 
lower-income brackets. 

No one can question the desirability for larger, better constructed and more 
livable homes. At the same time members of the National Savings and Loan 
League, as home-financing institutions, recognize a responsibility to deserving 
American families who cannot afford the $15,000-$20,000 home. Certainly the 
small home financed by private industry and owned by its occupant is far more 
preferable socially and economically than public housing. 

We are sympathetic with attempts to provide housing for elderly persons and 
would urge that it be accomplished through private lending so far as possible. 

We recommend the adoption by Congress of the property improvement loan 
section of the title I FHA insurance program set forth in 8S. 3302. This pro- 
vision would raise the top limit of eligible property to $3,500. We would further 
recommend if this higher limit is adopted it should also be extended to the con- 
ventional lending authority of Federal savings and loan associations as found in 
section 5 (c) of the Home Owners’ Loan Act of 1933. An amendment to effect 
this result would read as follows: 

“The Home Owners’ Loan Act of 1933, as amended, is hereby amended by 
striking the figures ‘$2,500’ in the proviso at the end of the second paragraph of 
section 5 (¢) and inserting in lieu thereof the figures ‘$3,500.’ ” 

We agree that the subjects listed in 8.3186 for study by a Commission on 
National Housing Policy are of great importance to the housing needs of the 
Nation. But if the major credit agencies, because of conflicting interests or other 
interests than housing, take a position contrary to Congress and the Administra- 
tion and to the effect that there is sufficient housing, any housing program through 
private enterprise bogs down at the outset. Any program for expanded housing 
inaugurated by Congress should embrace the use of private enterprise to the 
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fullest extent possible and should enlist the facilities and cooperation of the 
Government credit agencies to this end. The economic impact of overbuilding 
can be just as great or greater conducted through public housing or direct lend- 
ing by the Government as it would be if handled by private enterprise aided, or not 
restricted, by the Government. 

The Federal Home Loan Bank System was created by Congress over 20 years 
ago to provide a home mortgage credit system for the country. Home mortgage 
credit involves a lag of 2 to 6 months from commitment to completion of loan. 
Tightening of normal credit results in disproportionate discounts on guaranteed, 
insured, or conventional mortgages. It is at this juncture that the Federal 
Home Loan Bank System should make available to its member institutions 
increased funds to relieve this emergency. In addition, the Federal Home Loan 
Bank System should make available to its member institutions after establish- 
ing liquidity requirements for reasonably anticipated current withdrawal needs, 
sufficient money credit for home mortgage financing. One aid to this end would be 
to make consolidated obligations of the Federal Home Loan Bank System eligible 
for 15-day advances by the Federal Reserve Banks to their member institutions. 
Legislation that would accomplish this is as follows: 

“Section 13 of the Federal Reserve Act, as amended, is hereby amended by 
deleting the words ‘bonds issued under the provisions of subsection (c) of sec- 
tion 4 of the Home Owners’ Loan Act of 1933, as amended;’ and inserting in 
lieu thereof the words ‘obligations of the Federal home loan bank issued under 
the. provisions of the Federal Home Loan Bank Act, as amended ;’.” 

This would amend section 13 of the Federal Reserve Act so as to make Federal 
home loan bank obligations eligible security for 15-day advances by Federal 
Reserve Banks to their members. Under the present law, obligations of Federal 
intermediate credit banks and other obligations are eligible as collateral for 
the 15-day advances referred to. Funds for advances by Federal home loan 
banks to their members are obtained to a large extent through the sale of Fed- 
eral home-loan bank obligations, a large percentage of which are from time to 
time purchased and held by commercial banks which are members of the Federal 
Reserve System. If these obligations were made eligible for the 15-day advances 
by the Federal Reserve Banks, they would be more attractive to such commer- 
cial banks. That would have the effect of creating a greater market for these 
obligations, keeping a market at all times, and strengthening the system pro- 
vided by Congress for obtaining funds for advances to institutions which are 
members of the Federal home-loan banks. 

The liberalizing amendments we suggested earlier in this statement which 
would enable Federal savings and loan associations to more adequately provide 
for the housing needs of the country are as follows: 

“Subsection (c) of section 5 of Home Owners’ Loan Act of 1933, as amended, 
is amended by changing ‘15 per centum’ to ‘25 per centum’ so that the following 
clause, appearing in the first sentence of said subsection (c), will read as follows: 

“*Except that not exceeding 25 percentum of the assets of such association 
may be loaned on other improved real estate without regard to said $35,000 
limitation and without regard to 50-mile limitation but secured by first lien 
thereon :’.”’ 

This proposed amendment, if enacted into law, would permit Federal savings 
and loan associations greater latitude in making or purchasing loans beyond the 
50-mile limitation currently in the statute. Federal savings and loan associa- 
tions may presently lend up to 15 percent of their assets on loans secured by 
real property located beyond 50 miles from the association except that they are 
restricted by regulation from lending on conventional loans secured by property 
located beyond 50 miles from the association and on FHA loans secured by 
property located beyond 100 miles from the association without approval of the 
Federal Home Loan Bank Board. Federal savings and loan associations may, 
however, purchase FHA loans secured by property located more than 100 miles 
from their home office and may lend on or purchase VA loans without geographical 
restriction. This amendment would permit broader lending authority for the 
Federal savings and loan associations in areas where there are not at present 
ample mortgage funds. 

“Subsection (c) of section 5 of Home Owners’ Loan Act of 1983, as amended, 
is amended by the addition of the following provision at the end thereof: 

“ ‘Such associations may also invest in such other investment securities under. 
such limitations and restrictions as the Federal Home Loan Bank Board may 
by regulation prescribe.’ ” 
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This would amend section 5 of the Home Owners’ Loan Act to authorize Fed- 
eral savings and loan associations to invest in securities approved by the Federal 
Home Loan Bank Board. Under the present law, outside of the authority to 
invest in real estate and improvement loans, Federal savings and loan associa- 
tions are authorized to invest only in obligations of, or guaranteed by, the United 
States, stock or bonds of a Federal home-loan bank, obligations of the Federal 
National Mortgage Association and in the nonrefundable contributions to such, 
as is provided in section 303 (b) of the National Housing Act, as amended by the 
Housing Act of 1954. The investment in such nonrefundable contributions is an 
incident to the sale of mortgages to such association. At periods when sufficient 
mortgages are not available and Federal associations have excess funds, it would 
be advantageous for them to invest in securities other than United States Govern- 
ment obligations. It is intended that the bill would permit investments only in 
securities which are approved under regulations promulgated by the Federal 
Home Loan Bank Board. Under the laws of a great majority of the States, State- 
chartered savings and loan associations are authorized to invest in other types 
of securities such as State bonds, municipal or county bonds and other securities. 

“Subsection (c) of section 2 of the Home Owners’ Loan Act of 1933 as amended, 
is hereby amended by adding at the end thereof the following sentence: ‘The 
term “home mortgage” shall also include a dwelling or dwellings for not more 
than 6 families.’ 

“Subparagraph (6), section 2 of the Federal Home Loan Bank Act as amended, 
is hereby amended by adding the following sentence at the end thereof: ‘The 
term “home mortgage” shall also include a dwelling or dwellings for not more 
than six families.’ ” ; 

One- to four-family dwellings have been treated as home mortgages while 1- to 
6-family dwellings have not. This would provide equal treatment. The definition 
of a home mortgage being limited to 1- to 4-family dwellings has been a rather 
arbitrary one and the 6-family dwelling unit is more popular and acceptable in 
certain areas than the 4-family dwelling unit. The importance of being defined 
as a “home mortgage” arises from the fact that a Federal savings and loan asso- 
ciation may by regulation lend a higher percentage, loan to real-property value, 
than on mortgages on other property. Also Federal savings and loan associa- 
tions are limited to 15 percent of their assets in the amount which may be lent 
on mortgages other than home mortgages and included in this 15 percent are 
home-mortgage loans on property located more than 50 miles from the associa- 
tion and home mortgages where the real-property security is valued at more than 
$35,000. 


STATEMENT OF INVESTMENT BANKERS ASSOCIATION OF AMERICA MUNICIPAL SEcurI- 
Ties COMMITTEE RE FEepERAL COLLEGE HOUSING PRoGRAM AND FEDERAL PusBLic 
FacrLities LOAN PROGRAM 


INTRODUCTORY COMMENTS 


The Investment Bankers Association of America is a voluntary unincorporated 
trade association of investment banking firms and security dealers who under- 
write and deal in all types of securities. It was organized in 1912 and has oper- 
ated continuously since that time. As of March 21, 1956, our association had 
804 member firms engaged in one phase or another of the securities business in 
the United States and Canada, including about 100 commercial banks, Our 804 
members had, in addition to their main offices, 1311 registered branch offices. 
We thus have members with either main or branch offices in practically ail parts 
of the country. Many of these firms underwrite and deal in State and municipal 
bonds and in the aggregate do a large percentage of the underwriting, distribution, 
and trading of State and municipal bonds. 

This statement is directed only to (1) two proposed changes in the Federal 
college housing program under title V of S. 3302 and (2) a proposed amendment 
to the Federal public facilities loan program under title IV of 8. 3158. 

The conclusions in this statement are based on two fundamental concepts: 

(1) The Federal Government should not take over functions of private indus- 
try when those functions can be performed adequately and at reasonable rates 
by private industry. 

In considering what constitutes a reasonable interest rate, the basic considera- 
tion is that interest rates on loans cannot be arbitrarily fixed by private industry 
but are determined by many factors, including market conditions at the time of 
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the loan, the interest rate on comparable loans and on obligations of the Federal 
Government, and consideration of the risk involved in the individual loan in 
view of the particular borrower, the source of the borrower’s funds for payment 
of the loan and the security behind the loan, Consequently, an authorization for 
Federal loans at an interest rate arbitrarily fixed at an economically unrealistic 
low level when such loans are not available from other sources upon comparable 
terms is, in effect, simply an authorization for the Federal Government to take 
over a function of private industry—regardless of whether that function can be 
performed adequately and at a reasonable rate by private industry. 

(2) A need for Federal loans is not demonstrated by : ; 

(a) enthusiastic endorsement by the institutions which receive such 
loans from the Federal Government at an interest rate lower than the rate 
which the Federal Government pays to borrow money for a comparable 
maturity, without allowance for administrative expenses or reserves to cover 
defaults; or 

(b) a large number of Federal loans to institutions under a program 
where the Federal Government loans money at an interest rate lower than 
the rate which the Federal Government pays to borrow money for a com- 
parable maturity, without allowance for administrative expenses or reserves 
to cover defaults. 

Any attempt to justify a Federal loan program on the basis that it is endorsed 
and utilized by the beneficiary institutions is simply an attempt to support the 
program by its own bootstraps because it would be very naive to expect anything 
other than the most enthusiastic endorsement and utilization by the bene- 
ficiary organizaions. 

8. 8302, COLLEGE HOUSING PROGRAM 


Under the present Federal college housing program the Housing and Home 
Finance Agency is authorized to make loans with a maturity up to 50 years for 
college housing or other educational facilities at an interest rate determined 
under a formula, which currently fixes the rate at 2% percent, when loans cannot 
be obtained from other sources “upon terms and conditions equally as favorable.” 
In its only recent long-term financing the Federal Government paid 34% percent 
for a 30-year loan in 1953 and 3 percent for a 40-year loan in 1955, and these 
bonds are now selling in the market at prices to yield 3 percent or better. 

Thus, the Federal college housing program authorizes the Federal Govern- 
ment to loan money to a college at the arbitrarily fixed interest rate of 2% percent 
when the Federal Government itself has to pay at least 3 percent to borrow 
money for a comparable maurity. Obviously, a private investor will not gen- 
erally loan money to a college at 254 percent for terms up to 40 or 50 years (prob- 
ably secured only by a pledge of revenues from the college dormitory to be con- 
structed with the proceeds of the loan) when he can loan money to the United 
States Government at 3 percent for a shorter period (secured by the full faith 
and credit of he United States). 

Private industry has been forced out of financing practically all college housing 
(even though private industry can supply the funds for most of such financing at 
a reasonable rate of interest) . 

(1) Title V of 8. 3302, under section 502, would amend subsections (c) and (e) 
of section 401 of the Housing Act of 1950, as amended, to provide that loans under 
the college housing program shall bear interest at a rate equal to the total of one- 
quarter of 1 percent per annum added to a quarterly rate determined by the Secre- 
tary of the Treasury (this rate would be determined by estimating the average 
yield to maturity, on the basis of daily market bid quotations for prices during 
the month of February or May or August or November, as the case may be, next 
preceding each calendar quarter, on all outstanding marketable obligations of the 
United States having a maturity date of 15’or more years from the first day of 
such month and by adjusting such estimated average annual yield to the nearest 
one-eighth of 1 percent. This change would, in effect, mean that loans under the 
college housing program would be made at 34% percent instead of the 2% percent 
provided by the formula in the present law. 

The proposed change would be a step in the right direction in that it would 
raise the interest rate at which college housing loans would be made by the 
Federal Government to a more realistic level and would thereby enable private 
industry in some cases again to compete with the Federal Government in financing 
college housing. However, this change would still not provide a realistic rate 
of interest when it would authorize the Federal Government to make college 
housing loans with maturities up to 50 years (probably secured only by a pledge 
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of revenues from the college dormitory to be constructed from the proceeds) at 
approximately the same interest rate that the United States Government pays 
to borrow funds secured by its full faith and credit for a comparable maturity. 
In this connection, it should be noted that serial issues of college housing bonds 
ordinarily have an average maturity of around 25 years. 

The bill to provide Federal financial assistance for the construction of public 
elementary and secondary school facilities (H. R. 7535), presently before the 
House Rules Committee, would provide under title II for Federal purchase of ob- 
ligations of local educational agencies with maturities up to 30 years at an in- 
terest rate determined under a fornrula which would presently fix the interest 
rate at 3144 percent. Why should colleges, including private institutions, obtain 
Federal loans at a lower rate of interest than public elementary and secondary 
schools? 

It is estimated that about $4 billion of additional college residential construc- 
tion will be needed by 1965 and that substantial sums are also needed for other 
eligible facilities. Unless the Federal Government is prepared to assume the 
financing of that entire program, it is earnestly suggested that the interest rate 
under the program be raised further than 3% percent so that private industry can 
provide some of the funds at a reasonable rate of interest and the Federal Gov- 
ernment will not finance the entire college housing program. 

It should be emphasized that there is no magic in the 2% percent interest rate 
or ina 3% percent rate. If a higher interest rate is charged, the cost of financing 
is increased and the rentals charged for dormitory housing would have to be in- 
creased slightly in some cases if principal and interest charges were paid entirely 
out of such rentals; but in many cases no increase in rentals would be required 
because funds from sources other than rental payments are available to meet 
principal and interest charges. 

Representatives of college associations have suggested to the subcommittee that 
no change be made in the interest rate at the present time because there is an 
absence of adequate information, and there has been no comprehensive study of 
college housing in recent years. Last year representatives of those same associa- 
tions, in urging the subcommittee to lower the interest rate immediately, did not 
find the absence of adequate information or a comprehensive study any reason to 
defer changing the interest rate. It appears that the suggestion to defer raising 
the interest rate is intended only to afford an extended opportunity to obtain the 
largest possible amount of funds from the Federal Government at the present low 
rate. 

In hearings in June 1955 before a subcommittee of the House Committee. on 
Government Operations (House Hearings on Lending Agencies Report of Com- 
mission on Organization of the Executive Branch of the Government, p. 131), a 
statement provided to supplement the testimony of Mr. Oakley Hunter, General 
Counsel of the HHFA, included the following : 

“However, a study has recently been made by the Central Association of College 
and University Business Officers covering 339 of the 1,857 institutions of higher 
learning in the United States. 

“The study indicates that 25.5 percent of the dollar volume of student residence 
halls completed since March 1953 under construction, or on which contracts had 
been let by October 15, 1954, were financed by HHFA college housing loans. 

“The proportion for private colleges alone was 45.1 percent financed by HHFA 
college housing loans. 

“The same study indicates that 29.1 percent of the financing of residence halls 
which are definitely planned but on which contracts had not been let by October 15, 
1954, would be from HHFA college housing loans. 

“The proportion for private colleges alone is given as 46.1 percent. 

“Other sources of financing are listed as insurance loans, revenue bonds, gifts 
or grants, appropriations, reserve funds, and miscelianeous sources.” 

The study reveals that during the period covered by the study, while the inter- 
est rate on Federal loans under the college housing program was over 3 percent, 
the 339 institutions of higher learning included in the study financed 74.5 percent 
of the dollar volume of their student residence halls completed since March 1953, 
under construction, or on which contracts had been let by October 15, 1954, out- 
side of the Federal college housing program. 

At the hearings, referred to above, before a subcommittee of the House Com- 
mittee on Appropriations (prior to reduction of the interest rate for Federal 
college housing loans to 2% percent), in reply to a question as to what percentage 
of the loans for college dormitories came from sources other than the Federal 
Government, Mr. Hunter stated (p. 1381) : 
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“Well, if we consider the applications that have been processed by the agency, 
there are 85 applications which have gone privately for a total of $80,837,000, 
Now, that, of course, does not include dormitory construction which was under- 
taken separately from the program without any application having been made 
o the agency.” 

' Private industry can supply most of the financing for college housing at a 
reasonable interest rate (but not ordinarily at an economically unrealistic low. 
interest rate of 2% percent). In view of the substantial volume of college hous- 
ing financing in the recent past at interest rates above 3 percent, it also appears 
clear that where financing is practical for college housing at an interest rate of 
2% financing would also be practical in most of those cases at a reasonable 
interest rate above 3 percent if the demand for college housing is anywhere 
near as acute as is claimed. 

It is strangely paradoxical to hear on one hand that we must provide facilities 
for college housing in order to provide the college-trained personnel essential 
if our capitalistic free-enterprise system is to prevail over the collectivist ideol- 
ogy, while on the other hand it is suggested (and now provided under the 
college housing program) that in financing the construction of housing for these 
institutions we should foresake the free-enterprise system and turn to the 
Central Government. Should not we practice what we preach? 

(2) Title V of S. 3302, under section 501, would increase from $500 million 
to $600 million the authorized funds for the college housing program. 

It appears that adequate funds are still available under the $500 million 
authorization. Mr. Albert Cole, Housing and Home Finance Administrator, in 
his statement before this subcommittee, stated that as of March 1, 1956, $180: 
million had been committed by contract for college housing loans and $132 million’ 
had been reserved for eligible applicants. This indicates that as of March 1, 
with the college housing program in operation for over 4% years, $188 million 
is still not committed by contract or reserved for eligible applicants and is avail- 
able for loans ; $188 million should be adequate to carry the program for another 
year. Furthermore, if the interest rate at which Federal loans are made for 
college housing is put at a more realistic level, rather than at the arbitrarily 
fixed and economically unsound present rate of 2% percent, private industry will 
be able to provide a substantial volume of the loans so that there would be less 
demand on the Federal funds authorized for the program. 

Representatives of the Housing and Home Finance Agency in February of this 
year before the Subcommittee on Independent Offices of the House Committee 
on Appropriations, submitted the following table regarding approved applica- 
tions under the Federal college housing program, from 1952 through a projected 
estimate for 1956 and 1957 (House Hearings on Independent Offices Appropria- 
tions for 1957, p. 1094) : 


1955 
1956 


(estimated) 
1957 (estimated) 


This table indicates that additional funds for the program are unnecessary 
at the present time. Furthermore, the funds can be supplied by private industry 
at reasonable rates. 


8. 3158, PUBLIC FACILITY LOANS 


Title II of the Housing Amendments of 1955 authorizes the Housing and Home 
Finance Administrator to purchase the securities and obligations of, or make 
loans to, States, municipalities and other political subdivisions of States, public 
agencies, and instrumentalities of one or more States, municipalities and political 
subdivisions of States, and public corporations, boards, and commissions estab- 
lished under the laws of any State, to finance public facilities. The total authori- 
zation for public facility loans under this program is $100 million. 
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This program is actually a continuation of the program for public facility loans 
authorized under section 108 of the Reconstruction Finance Corporation Liqui- 
dation Act. 

Section 403 title IV of S. 3158 would amend paragraph (a) of section 203 of the 
Housing Amendments of 1955 to increase the total authorization for public facility 
loans from $100 million to $1 billion. This proposed amendment to increase 
the authorized funds is unnecessary and undesirable. 

Private industry has been supplying funds to States, municipalities, political 
subdivisions and public corporations in an amazing aggregate volume. For ex- 
ample, during the last 4 calendar years, private industry has supplied States, 
municipalities, political subdivisions and public corporations with funds, through 
the sale of bonds, notes or certificates, in the following amounts : 


22, 905, 000, 000 


Thus, in the past 4 calendar years, private industry has furnished over $33,600 
million to States, municipalities, political subdivisions and public corporations. 
This figure does not represent the total capital construction by States and munic- 
ipalities because a substantial amount of construction is also financed through 
current revenues and Federal grants. 

While the public facility loan program authorizes the Federal Government to 
purchase securities or make loans to public boards for public projects regardless 
of size, the law does provide that the Administrator shall give priority to appli- 
cations of smaller municipalities for assistance in the construction of basic 
public works (including works for the storage, treatment, purification, or dis- 
tribution of water, sewage, sewage treatment, and sewer facilities; and gas dis- 
tribution systems) for which there is an urgent and vital public need and defines 
a “smaller municipality” to mean “an incorporated or unincorporated town, or 
other political subdivision of a State, which had a population of less than 10,000 
inhabitants at the time of the last Federal census.” Supporters of the program 
usually contend that the real necessity for the program lies in supplying funds 
to the smaller municipalities and that the smaller municipalities (under 10,000 
population) are not able to get financing from private industry at reasonable 
rates. That contention is easily disproved by the facts. 

An analysis of municipal financing in the month of January, 1956, reveals that, 
after excluding financing for States, municipalities with population of more 
than 10,000 persons, special districts where it is difficult to determine the popu- 
lation, school districts and housing, private industry furnished funds through 
bonds, notes or certificates in that single month to more than 108 municipalities 
having a population of less than 10,000 persons (1950 Census) in an aggregate 
dollar amount of over $21,450,000. Illustrative of a few of these issues for small 
municipalities are the following : 

Parker, Ariz. (population 1,201) : $85,000 waterworks improvement bonds. 

Canon City, Colo. (population 6,345) : $425,000, water improvement bonds. 

Wilton Manors, Fla. (population 883) ; $150,000 water revenue certificates. 

Arco, Idaho (population 961) : $185,000 water and sewer revenue bonds. 

Paris, Ill. (population 9,460) : $295,000 sewer system bonds. 

Jonesboro, Ill. (population 1,607) : $24,000 water improvement bonds 

Aurora, Ind. (population 4,780) : $25,000 sewage works revenue bonds. 

Emmetsburg, Iowa (population 3,760): $11,000 special assessment sanitary 
sewer bonds. 

Jewell, Kans. (population 593) : $22,000 water system bonds. 

Towanda, Kans. (population 417) : $75,000 general obligation sewer bonds. 

Park City, Ky. (population 448) : $115,000 water works revenue bonds. 

Berwick, La. (population 2,619) : $85,000 ‘public improvement bonds. 

Centreville, Mich. (population 879) : $60,000 water bonds. 


Areola, Miss. (population 413): $35,000 waterworks improvement revenue 
bonds. 
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Morris, Minn. (population 3,811) : $100,000 water revenue bonds, 

Brookhaven, Miss, (population 7,801) : $626,000 water and sewage bonds. 

Carterville, Mo. (population 1,552) : $56,000 waterworks and sewage revenue 
bonds. 

Cape May, N. J. (population 3,607) : $21,000 sewer bonds. 

Wolcott, N. Y. (population 1,516) : $50,000 water bonds, 

Fairmont, N. Dak. (population 660) : $13,950 Fire house bonds. 

Milan, O. (population 846) : $85,000 first mortgage waterworks bonds. 

Geronimo, Okla. (population 103) : $5,000 waterworks bonds. 

Colman, 8. Dak. (population 509) : $15,000 waterworks bonds, 

Centerville, Tenn. (population 1,532): $295,000 natural-gas system revenue 
bonds. 

Forest Hill, Tex. (population 1,519) : $200,000 waterworks and sewer system 
bonds. 

Monona, Wis. (population 2,544) : $150,000 corporation purpose, storm water 
sewer system construction bonds. 

Likewise, taking a single month a year ago in January 1955, after excluding 
financing for States, municipalities with population of more than 10,000 persons, 
special districts where it is difficult to determine the population, school districts 
and housing, private industry supplied funds through bonds, notes, or certificates 
in that month to more than 105 municipalities having a population of less than 
10,000 (1950 census) in an aggregate dollar amount of over $21,400,000; --A few 
of these issues include: 

Malpesville, Ala. (population 806) : $88,000 first-mortgage revenue bonds. 

Smackover, Ark. (population 2,495) : $143,000 waterworks revenue bonds. 

Augusta, Ill. (population 945) : $68,000 sanitary sewer bonds. 

Columbia, U1. (population 2,179) : $18,000 water system revenue bonds. 

Hume, Ill. (population 448) : $19,000 waterworks and general-obligation bonds. 

Lovington, Ill. (population 1,152) : $39,000 waterworks system bonds. 

Round Lake, Ill. (population 573) : $70,000 sanitary sewer-system bonds. 

New Chicago, Ind. (population 921) : $1,100,000 water revenue bonds. 

Mound Valley, Kans. (population 566) : $20,000 general-obligation waterwerks 
bonds, 

Aplington, La. (population 702) : $5,000 sewer construction bonds. 

Dowagiae, Mich. (population 6,542) : $305,000 water supply and distribution 
revenue bonds. 

Saginaw Township, Mich. (population 5,876) : $330,000 water supply system 
No. 2 revenue bonds. 

Anoka, Minn. (population 7,396) : $400,000 sewage-disposal system bonds. 

Ackerman, Miss. (population 1,463) : $20,000 waterworks improvement bonds. 

Perry, Mo. ns ponaiatian 813) : $100,000 public sewer system bonds. 

Fillmore, N. Y,. (population 527) : $57,000 water bonds. 

Greenport, N. Y. (population 3,028) : $125,000 water bonds. 

Roxboro, N. C, (population 4,321) : $220,000 water bonds. 

Redmond, Oreg. (population 2,956) : $75,000 water bonds. 

E — S. C. (population 2,518) : $50,000 waterworks system revenue bonds. 

Bison, S. Dak. (population 457) : $10,000 waterworks bonds. 

Navasota, Tex. (population 5,188) : $130,000 waterworks system bonds. 

Midvale City, Utah (population 3,996) : $220,000 water and sewer general- 
obligation bonds, 

Falls Chureh, Va. (population 7,535) : $385,000 water bonds. 

Newcastle, Wyo. (population 3,395) : $10,000 and $15,000 municipal building 
bonds. 

Officials of the HHFA submitted to the Subcommittee on Independent Offices 
of the House Appropriations Committee in February of this year (House Hear- 
ings on Independent Offices Appropriations for 1957, p. 1096) estimates that during 
fiscal 1956, 50 loans would be approved under this program with a total com- 
mitment of $7,500,000; and that during fiscal 1957, 165 loans would be ap- 
proved with a total commitment of $25 million. This would leave $67,500,000 
available at the end of fiscal 1956. There obviously is no need for authorization 
of additional funds under this program. 

Finally, we would like to emphasize that no need for the public facilities 
loan program is shown by merely relying on studies which conclude that muni- 
cipalities do not have adequate water, sewer, or sanitary facilities. In many - 
cases the construction of additional facilities is not feasible because it is not 
practical on the basis of constructien costs to install certain types of facilities 
unless a certain number of persops will be served by the facility. In other 
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cases, residents of the municipality simply do not desire to have a particular 
public facility regardless of feasibility or are unwilling to assume the cost of 
a facility, regardless of the financing charges. In short, private industry can 
supply the funds for public works where construction of the public works would 
be practical and the residents desire to have the particular public works. The 
interest charge for obtaining funds through private sources rarely creates the 
obstacle which precludes construction of public works by a municipality. This 
conclusion is supported in a statement submitted to the Subcommittee on Hous- 
ing of the Senate Committee on Banking and Currency by Mr. Albert Cole, 
HHFA Administrator, in 1955 (Hearings on Housing Act of 1955, pp. 110-111) 
when he stated with respect to the public facility loan program that: 

“The experience of this Agency in administering various programs of assist- 
ance for non-Federal construction indicates that the basic problem of cities in 
financing public works do not generally arise from excessive interest rates or 
other unreasonable terms.” 

The foregoing illustrations and statistics demonstrate that there is no need 
to increase the authorization for Federal public facility loans beyond the present 
$100 million. 


CONCLUSIONS AND RECOMMENDATIONS 


1. The proposal in title V of 8S. 3302 to provide a higher interest rate at which 
the Federal Government will make loans under the college housing program is 
a step in the right direction, but it would be highly desirable to provide a higher 
interest rate for such loans in order to permit private industry to supply a sub- 
stantial volume of the funds necessary for college housing. 

2. The proposal in title V of 8. 3302 to increase the authorization for college 
housing loans from $500 million to $600 million is unnecessary at the present 
time. 

3. The proposal in title IV of 8. 3158 to amend the public facilities loan pro- 
gram to increase the authorized funds from $100 million to $1 billion is unneces- 
sary and undesirable. 


STATEMENT OF UNITED States Savines & LOAN LEAGUE” 


The United States Savings & Loan League has a direct interest in the provi- 
sions of the pending housing bills which deal with savings and loan matters 
and the Federal Home Loan Bank System and, of course, has a very substan- 
tial general interest in all matters affecting housing and home financing. This 
is particularly true in view of the fact that savings and loan associations con- 
tinue to be the largest single source of home credit, making approximately 37 
percent of all of the Home loans. As has been the custom in our previous 
statements to the committee, we again point out that our business is essentially 
a conventional loan business and that some 77 percent of the mortgages held by 
savings and loan associations are neither insured nor guaranteed. Of the re- 
mainder, approximately 19 percent of our loans are VA guaranteed and 4 per- 
cent are insured by the FHA. 

The provisions pending before the committee which specifically deal with 
savings and loan associations are sections 602, 603, and 604 of S. 3158. In addi- 
tion to commenting on these, the United States League urges the adoption of 
an amendment to continue the longstanding parity between the ceiling on prop- 
erty improvement loans insured under title I and property improvement loans 
made by Federal savings and loan associations but uninsured by any Govern- 
ment agency. 

FEDERAL AID TO SAVINGS AND LOAN ASSOCIATIONS 


The United States League is opposed to the enactment of sections 602 and 
603 of S. 3158 which would provide for the chartering of new Federal savings 
and loan associations with Federal funds and for the survey of States in con- 


‘The United States Savings & Loan League, founded in 1892, has in its membership 
4,200 savings and loan associations, building and loan associations, and cooperative banks 
representing approximately 90 percent of the Nation’s savings and loan assets. The posi- 
tions taken in this statement are derived from policies adopted = ah league’s board of 
directors, exeeutive Committee, and legislative committee at a joint conference January 

3-24. The league's principal officers are: Walter H. Dreier (Evans Ind.), president ; 
Roy Marr (Memphis, Tenn.), vice president; Henry A. Bubb (Topeka, ns.), tive 
committee chairman ; Norman Strunk poe a Til.), executive vice president ; and hen 
Slipher (Washington, D. C.), manager of the league’s Washington office. 
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nection with such chartering. The league’s opposition is twofold. First, the 
United States League has consistently opposed Federal aids to housing involvy- 
ing the use of tax funds, except during periods of war or national economic 
emergency. To be consistent with this philosophy, we oppose such Federal aid 
even though it might result in an increase in the size of the savings and loan 
business. 

Secondly, the league seriously doubts the need for any such provision, The 
records at the Federal Home Loan Bank Board show that there are currently 
an unprecedented number of requests for new Federal charters by private 
citizens who are willing and able to raise the necessary organizational funds. 
A majority of these are sought in communities where there is an apparent need 
for conventional home financing, not met by existing instiutions. Several hundred 
new associations under both Federal and State charter have come into existence 
in the last 6 years; their rapid growth has shown the availability of savers’ 
funds to get new institutions started and keep them going; there is nowhere any 
indication that Federal funds are needed to get Federal savings and loan asso- 
ciations started in areas not now served. Also, there are a great number of 
aplications fer branch offices of existing associations. We believe that with few 
exceptions, all communities which are capable of supporting a savings and loan 
association on a nonsubsidized basis will soon be served by such institutions 
without the enactment of this provision. 


DISCOUNTING OF LOANS BY FEDERAL HOME-LOAN BANKS 


Section 604 provides that the Federal home-loan banks shall discount mort- 
gage loans made by commercial banks. The United States League opposes this 
provision and is totally unaware of any desire by commercial banks to discount 
loans in such manner. Savings and loan associations, which provide all of the 
capital for the Federal Home Loan Bank System, are limited to carefully 
prescribed advances from the banks. It has been the judgment of Congress, the 
savings and loan business and the administration in the past that the Bank 
System should remain a source of credit for meeting emergency needs and 
seasonal loan requirements rather than an actual participant in mortgage lend- 
ing. We believe further that such provision would be an unnecessary dupli- 
cation of the voluntary home mortgage credit program. Under this program 
commercial banks which wish to originate loans but not to keep them may deal 
with large institutional lenders through the regional voluntary committees. 
Commercial banks are now authorized under the Federal Home Loan Banks 
Act to borrow from the Federal home-loan banks as nonmember borrowers. 
Little, if any interest has ever been evidenced by any commercial banks in this 
privilege. There is every evidence, after a year of operation of the voluntary 
home mortgage credit program, that commercial banks in outlying areas who 
do not now make loans will not make them regardless of the opportunity to 
sell the loans elsewhere. 


PARITY OF PROPERTY IMPROVEMENT LOAN CEILINGS 


Section 101 of the administration bill would increase the ceiling for property 
improvement loans on single-family homes from $2,500 to $3,500. Federal asso- 
ciations, in addition to making title I loans, are permitted to make uninsured 
property improvement loans on their own plan with a dollar ceiling of $2,500 
for single family units. If the title I ceiling is raised to $3,500, the ceiling for 
loans by Federal associations should be similarly raised. In 1955 a similar 
proposed increase for title I was pending. Such an increase was authorized 
simultaneously for Federal associations although neither provision was included 
on enacted bill. The language necessary to accomplish this change is as 
ollows : 

“The Home Owners’ Loan Act of 1933, as amended, is hereby amended by 
striking “$2,500.” in the second paragraph of subsection (c) of section 5 and 
inserting in lieu thereof “$3,500.” 

The various provisions of the numerous pending bills can be divided into 
certain general categories and are treated in the remainder of this stat ment 
under such headings rather than with reference to specific sections and bill 
numbers, 

MORTGAGE FINANCING 


Pending before the committee are a number of programs to extend or modify 
the current mortgage aids and provisions for drastic and far-reaching new 
innovations in this field. The league’s position on FHA and similar existing 
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programs is contained in the attached legislative program for 1956 (exhibit A). 
While the FHA provisions of the administration bill are not necessarily consistent 
with the league’s position, the league raises no serious objection to the admin- 
istration program for FHA modifications. 

The league is unalterably opposed to the proposed middle-income, mortgage 
aids which would commit the Federal Government to billions of dollars of loans 
and uneconomic interest rates for special classes of citizens. This program 
involves the socialization of credit and Government competition with business 
of a most pronounced character. 

During 1955 the private mortgage facilities functioned so efficiently that the 
administration felt it necessary to deliberately restrict credit to avoid inflation 
and overbuilding. Thus the administration brought about credit restriction by 
raising the discount rate at Federal Reserve banks, prohibiting advances from 
Federal home-loan banks to member institutions (except for emergencies and 
prior commitments), increasing downpayments on GI and FHA loans and re- 
stricting warehousing of loans by supervisory procedures. Thus any tightness 
in the money market is largely a result of deliberate intention rather than any 
malfunctioning of the mortgage market and major and costly credit innovations 
such as the National Mortgage Corporation under 8. 3158 are completely illogical 
at this time. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


The league is opposed to the proposal in the administration bill to reduce the 
capital stock purchase requirements and to change the pricing pattern of the 
purchase of mortgages. The league is also opposed to the proposals in 8. 3158 
to expand the FNMA program. Such proposals would retard the retirement of 
Government capital and would change the Fanny May program from a secondary 
market facility to a primary market facility. A full statement of the league's 
views was presented to the House Banking and Currency Committee’s Subcom- 
mittee on Housing on February 20, 1956, and is attached as exhibit B. 


PUBLIC HOUSING AND URBAN RENEWAL 


The league’s longstanding opposition to public housing is well known to the 
committee. The league has always felt that public ownership, operation, and 
management of housing is unwise and undesirable. The record level of private 
home construction over the past decade and the real awakening of urban renewal 
undertakings, provide the country with an excellent opportunity to terminate 
the public housing program. Certainly this is no time to increase the construc- 
tion of public housing as proposed in 8. 3158, and the league vigorously opposes 
the public housing provisions of that bill. 

The United States League enthusiastically supports the national program of 
urban renewal and endorses the workable program concept which is included 
in the administration bill. The league’s complete position on this subject is set 
forth in its legislative program for 1956 as follows: 

“Our Nation is now making tremendous strides toward the goal of decent 
housing for all Americans. Two forces in particular have been at work in the 
post-Korean war period. First, we are building new homes substantially in 
excess of the number of new families formed. This permits demolition of sub- 
standard housing and a constant upgrading of housing as families move to better 
homes. Secondly, there is for the first time in history a real and concerted 
program of urban renewal and rehabilitation. Government, business, and citi- 
zens groups have at last made a real beginning on the problem of improving our 
existing housing, eliminating our slums, and preventing the deterioration of 
the nearly 50 million housing units which constitute our national inventory. 
Such outstanding programs as ‘Action, build America better’ (National Associ- 
ation of Real Estate Boards), and ‘New face for America’ (National Associa- 
tion of Home Builders), have dramatically demonstrated that block-by-block 
rehabilitation, enforcement of building codes, and adequate community plan- 
ning, backed by Government, business, and citizens alike, can work wonders in 
rebuilding our American cities. 

“The United States Savings & Loan League urges a continuation and acceler- 
ation of urban renewal and community rehabilitation and pledges its continued 
cooperation with the Government, business, and citizens groups which are spear- 
heading this drive. The league favors the reenactment of the workable program 
concept which requires each community to undertake a broad attack on its 
housing problems before receiving Federal aid. The league will continue to 
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: lations, } lation, and management policies which will encourage 
ptr naa 10 ee to take the leadership in financing low-cost housing 
and extending credit for the repair and rehabilitation of houses in connection 
~with urban-renewal undertakings. The progress in housing through private 
enterprise is so undepiable and the dangers of public ownership so great, that 
no further public ownership and operation of housing should be authorized by 
the Congress.” 

MILITARY HOUSING 


There are a variety of pending proposals with regard to military housing. 
This is a specialized field in which savings and loan associations have had 
limited direct experience (it is an FHA program and only 3 percent of savings 
and loan association lending was FHA-insured in 1954). The league recognizes, 
of course, the desirability of adequate comfortable housing for military per- 
sonnel and the need for this housing to be adjacent to military installations where 
such units would be utilized in the event of enemy attack. 

Unfortunately, there are some indications that the military is ignoring the 
availability of existing housing and/or is programing housing which will unnec- 
essarily have a depressing effect on real estate in adjacent communities. _As a 
specific example, we have a letter from a member savings and loan association 
in Fayetteville, N. C., which says in part : 

“Here on a local level we are faced with an approval of 2,000 units to be let 
within 90 days. These units will be built at Fort Bragg, a post 9 miles north- 
west of here. 

“We feel that if the Army is allowed to build all the units they want built on the 
post, we will be faced with an overbuilt town that will endanger our investments. 
The commanding general of Fort Bragg claims that even after these 2,000 there 
will be a deficit of about 5,000 units. The Army seems to have no idea or care 
at all about what this would do to our investments. 

“As a member of the United States League we ask that you look into this 
matter and consider testifying against the section of the Capehart-Sparkman bill 
(S8..3802) which contains this military housing program. The National Associ- 
ation of Home Builders has gone on record as requesting that some sort of 
controls be put on this program, and we insist that these controls (of a con- 
gressional committee nature) are needed.” 


NATIONAL HOUSING STUDY 


The United States League endorses the objective of S. 3186 to provide for a 
Commission on National Housing Policy to make an inquiry into prospective 
residential housing needs and the long-term prospects for developing new sources 
of investment funds. The league shares the belief that there is now available 
no adequate estimate of the demand for home-mortgage funds over the next 
decade, and the probable availability of such funds. As a matter of fact, the 
league’s special committee to study the Federal Home Loan Bank System has 
just recommended that the league undertake to have such a study made by 
independent experts in the field. 

We feel that the study would be of greatest use if the emphasis were on facts, 
trends, and economic data, rather than on legislative proposals. Previous studies, 
such as the President’s Advisory Committee, the Hoover Commission, and the 
Commission on Intergovernmental Relations, were directed primarily to legis- 
lative proposals with only incidental treatment of economic and factual supporting 
material. We would recommend that the procedure be reversed in future studies. 

As an example, one of the studies of interest to savings and loan associations 
and a matter already under study by the United States League, is the problem 
of expanding the usefulness of the Federal Home Loan Bank System as a source 
of mortgage credit. Currently the Federal Home Loan Bank System supplies 
no net money to the savings and loan business but merely redistributes it. For 
instance, on February 1, 1956, savings and loan associations had $1,267 billion 
in capital and deposits in the System and only $1,245 billion borrowed from it. 
If a study such as that provided in the Sparkman bill would indicate that there 
will be any sustained shortage of normal funds for home-mortgage lending, 
consideration should be given to methods of having the Federal Home Loan Bank 
System provide new money for savings and loan associations. 

Such a study could go a long way toward solving some of the inconsisteticies 
and contradictions in present housing programs and thinking. For instance, last 
fall private mortgage lenders were asked to restrict their mortgage program 
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but at the same time the Federal National Mortgage Association increased its 
activities. Many experts believe that the only solution to loan shortages in 
rural and sparsely populated areas is a flexible interest rate; yet there are at 
the same time proposals to limit or abolish discounts. While some Congressmen 
are proposing use of servicemen’s life insurance reserves to increase the Gl-loan 
program, the House Veterans’ Affairs Committee has not even recommended an 
extension. While there is much talk of preferring private-enterprise methods, the 
voluntary home-mortgage credit program which is a private enterprise effort, is 
under serious attack by some Congressmen. All of this adds to the confusion and 
difficulties in the housing and home financing field, and a conscientious, impartial 
housing study could go a long way toward improving the situation. 


Exursit A 


[Adopted by Second Annual Legislative Conference, Washington, D. C., January 23-24, 
1956] 


Excerpts From LegisLATIVE PROGRAM FOR 1956, UNITED STATES SAVINGS AND LOAN 
LEAGUE 


AMENDMENTS TO SAVINGS AND LOAN LAW 


Amendments to the Home Owners’ Loan Act to permit the broadening of 
investment powers along the lines recommended by the Federal committee 
should be sought as additions or amendments to appropriate bills such as the 
administration housing bill. Such amendment should include broadening the 
15-percent limitation on special loans and investments to 25 percent. The law 
governing insurance of accounts should be clarified with respect to the insurance 
coverage of husbands and wives and their joint accounts, as recommended by 
the attorney’s committee. 


HOUSING LEGISLATION 


!. Improving our housing standards 


Our Nation is now making tremendous strides toward the goal of decent 
housing for all Americans. Two forces in particular have been at work in the 
post-Korean war period. First, we are building new homes substantially in excess 
of the number of new families formed. This permits demolition of substandard 
housing and a constant upgrading of housing as families move to better homes. 
Secondly, there is for the first time in history a real and concerted program of 
urban renewal and rehabilitation. Government, business, and citizens’ groups 
have at last made a real beginning on the problem of improving our existing 
housing, eliminating our slums, and preventing the deterioration of the nearly 
50 million housing units which constitute our national inventory. Such out- 
standing programs as “action, build Ameriea better” (National Association of 
Real Estate Boards), and “new face for America” (National Association of 
Home Builders) have dramatically demonstrated that block-by-block rehabilita- 
tion, enforcement of building codes, and adequate community planning, backed 
by Government, business, and citizens alike, can work wonders in rebuilding our 
American cities. 

The United States Savings and Loan League urges a continuation and acceler- 
ation of urban renewal and community rehabilitation and pledges its continued 
cooperation with the Government, business, and citizens’ groups which are spear- 
heading this drive. The league favors the reenenactment of the workable pro- 
gram concept which requires each community to undertake a broad attack on 
its heusing problems before receiving Federal aid. The league will continue 
to work for regulations, legislation, and management policies which will encour- 
age savings and loan associations to take the leadership in financing low-cost 
housing and extending credit for the repair and rehabilitation of houses in 
connection with urban renewal undertakings. The progress in housing through 
private enterprise is so undeniable and the dangers of public ownership se 
great, that no further public ownership and operation of housing should be 
authorized by the Congress. 


B. Federal Housing Administration 


The league believes that an FHA program based on sound mortgage-insurance 
principles and adhering to the original purpose of stimulating credit where 
necessary to encourage home ownership, can play an important role in improv- 
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ing the Nation’s housing. Loans on existing homes should be limited to 80 
percent and 20 years and loans on new homes Should be limited to 90 percent 
and 25 years, until such time as the reserves are adequate to meet potential 
losses without reliance on Federal guaranty. Loan percentages and maturities 
for FHA loans should be the first to be restricted during periods of tight money. 
Che restriction should be sufficiently severe to bring about a major cutback in 
the FHA program whenever private institutions, such as savings and loan 
associations, are being restricted by Federal credit policies. Any increase in 
the maximum amount for title I loans should be accompanied by a similar 
increase for uninsured property improvement loans, 


(©. Federal National Mortgage Association 

The rechartering of FNMA with private stock facilities requiring participa- 
tion of the users is a step in the right direction. However, much of the program, 
particularly the special support features, is virtually direct lending which has 
always been opposed by the United States league. The present 3-percent capital- 
stock requirement of FNMA should be retained; any reduction would weaken 
and slow down the program for the retirement of Government capital. 


D. Voluntary home-mortgage credit program 

The voluntary home-mortgage credit program should be continued. Legisla- 
tive and administrative efforts should be made to restrict the program to areas 
of bona fide shortage of credit. Greater effort should be made to exchange funds 
between areas rather than within the given district. 


E. Direct lending 


Direct lending by the Government is socializaticn of housing credit and the 
league is unalterably opposed to it. 


GI loans 


The United States league enthusiastically supports the GI loan program and 
favors a reasonable extension of section 500 of the Servicemen’s Readjustment 
Act of 1944, as amended. 


ExuHrsit B 


STATEMENT OF UNITED STATES SAavINGs & LOAN LEAGUE, SUBMITTED TO SuBCOM- 
MITTEE ON HowusiInG, House BANKING AND CURRENCY COMMITTEE, RE FEDERAL 
NATIONAL MORTGAGE ASSOCIATION, FEBRUARY 20, 1956 


The official position of the United States Savings & Loan League, comprised 
of some 4,200 member savings and loan associations, with regard to the Federal 
National Mortgage Association, is contained in its legislative program for 1956. 
The position reads as follows: 

“The rechartering of FNMA with private stock facilities requiring participa- 
tion of the tsers is a step in the right direction. However, much of the program, 
particularly the special support features, is virtually direct lending which has 
always been opposed by the United States league. The present 3-percent capital- 
stock requirement of FNMA should be retained; any reduction would weaken 
and slow down the program for the retirement of Government capital.” 

The United States league and virtually all other lending groups devoted a 
great deal of study and consideration to the secondary market question in 1953. 
At that time President Eisenhower had appointed an Advisory Committee on 
Housing to make an exhaustive study of all housing problems, including the 
question of the Federal National Mortgage Association. The league, in general, 
subseribed to the series of principles and objectives which are stated in the 
President's Advisory Committee on Housing report on page 349. These objec- 
tives-read : 

“1. Such a secondary mortgage market facility should be privately financed 
and should operate without expense to the Federal Government. 

“2. Its operations should be sufficiently sound from an economic point of view 
as to permit the sale of its obligations in the private market under favorable 
terms. Such debentures would not be guaranteed by the Federal Government. 

“3. It should take the form of a quasi-public corporation, operated under the 
direction and supervision of a board of directors, appeinted by the President, 
and so constituted as to be in a position to prevent its being subject to pressures 
not consistent with its objectives. E 

“4. With due recognition of the fact that a substantial volume of funds for 
mortgage lending can be found only in long-term savings, it should be the pri- 
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mary objective of the corporation to facilitate the flow of mortgage funds to 
areas where needed. 

“5. To that end, and in order to prevent efforts to use its facilities to create 
a primary market instead of a secondary market, the corporation should pur- 
chase mortgages only on the basis of imposing an automatic deterrent on those 
using its facilities. 

“6. Mortgages sheuld be purchased by the corporation with the objective. of 
selling them to mortgage investors in other areas, and only those mortgages 
should be purchased which are believed by the management of the corporation 
to have marketability under normal conditions. 

“7. A reasonable financial participation should be required of the financial 
institutions that would use its facilities” (which is described elsewhere in the 
report as 4 percent). 

In spite of the fact that Fannie May today is doing much more business than 
it did the first year, there are those who would like to see the facility converted 
into a more active program, to the point where FNMA would be a primary market 
rather than a secondary source of funds. The President’s economic message 
includes a proposal that the stockholding requirement be reduced from not less 
than 3 percent to not less than 1 percent. The United States league opposes 
a reduction in the stock-purchase requirement, because any such reduction 
would weaken the program and,slow. down the retirement of Government capital. 
Under the present 3-percent requirement it is generally estimated that it. wil! 
take 7 years or more to retire the Government investment. If the 3 percent is 
reduced to 1 percent, it would take very much longer to retire the Government 
investment, even if Fannie May’s volume increases. For example, Fannie May's 
net income before dividends to private stockholders was $175,000 between No- 
vember 1, 1954, and December 1, 1955. During this same period, stock purchases 
have been somewhat over $3 million. Obviously the retirement of Government 
capital must then come principally from the sale of stock. — 

Just as historically the Federal Reserve discount rate is kept above the short- 
term Government security market, the secondary market mortgage program must 
be kept below the going market rate; otherwise the secondary market ceases to 
be secondary and becomes a primary market. So long as the Government has a 
substantial investment in FNMA, any direct primary market operations consti- 
tute virtually direct lending by the Government and certainly direct lending 
has no place in our free-enterprise system during peacetime. 

Another important principle which the United States league and the Presi- 
dent’s Housing Advisory Committee have stated is that the groups which use 
the FNMA facilities should pay some reasonable amount for such use. In the 
present FNMA operation, users obtain stock equal to 3 percent of loans sold 
and as a practical matter, this stock may be promptly resold at prices of from 
55 to 70 cents on the dollar. Thus the actual cost to the user is substantially 
under 144 percent so far as stock purchases are concerned. Compared to the 
various other discounts and charges which appear to exist in the mortgage 
market, this cost is not substantial. 

In summary, then, the United States league recommends that the present 
3-percent stock-purchase requirement be continued and that the special assist- 


ance feature of Fannie May be very closely restricted to such special fields as 
disaster loans and military housing. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 


Washington, D. C., March 28, 1956. 
Hon. JoHN SPARKMAN, 


Chairman, Subcommittee on Housing, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D.C. 
Dear SENATOR SPARKMAN: The following views on S. 3302 are the consensus 
of 1,700,000 businessmen affiliated with the chamber of commerce of the United 


States through its 3,100 chambers of commerce and trade and professional as- 
sociations. 


The national chamber believes— 


i ae it is desirable to extend the FHA title I provisions as provided 
in the bill; 


2. That it is not desirable to authorize additional Federal subsidized 
public housing (title IV) ; 
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3. That colleges are competent to find means of financing housing and 
other facilities without depending on the Federal Government as a subsidized 
source of funds, (title V) ; 

4. That communities can finance needed public works without loans from 
the Federal Government ; 

5. That communities have the capacity to pay for public works planning 


without funds for this purpose being supplied by the Federal Government. 
Here are the reasons for the foregoing views: 


TITLE I-——-PROPERTY IMPROVEMENT LOANS 


The experience of 22 years’ operation of the FHA title I program has ade- 
quately demonstrated the stability of this arrangement for encouraging home 
repair and improvement. The low loss ratio—about 1 percent—is evidence of 
public maturity in the use of this type of. credit. 

For this reason we favor the proposal to make title I permanent. We believe 
that extending the maximum insurable amount of the loans to $3,500, and to 
$15,000 on multifamily units, and extending the payment period to 5 years and 
32 days are all justified by the low loss record of title I. The extended payment 
period and the increased insurable amount would permit homeowners to under- 
take more adequate home improvements. 

An opportunity for furthering the conservation and rehabilitation of the 
existing supply of housing is presented by the title I provision of S. 3302. Millions 
of homes can be improved as a result of this portion of the proposed legislation 
in conjunction with Home-Improvement Year which has grown out of the nation- 
wide home-improvement campaign called, Operation Home Improvement. Opera- 
tion Home Improvement is doing much to interest more people in improving 
their homes and encouraging the home-improvement industry to better serve 
the people’s desire for better housing. 

The attached booklet on Operation Home Improvement describes the extent 
of the efforts by construction industry manufacturers, business associations, and 
the chamber of commerce of the United States to stimulate home improvement. 


TITLE IV-——-PUBLIC HOUSING 


The chamber of commerce of the United States opposes the proposal in S. 3302 
(and §S. 3158) for additional federally subsidized public housing. 

We believe that the Congress can make a greater contribution to the improve- 
ment of housing for all citizens without encouraging certain groups to look to 
the Federal Government for shelter which is subsidized by other citizens of equal 
or more limited resources. 

We believe that the Federal Government can be a better long-range influence 
on adequate housing for the American people by encouraging the State and local 
governments to accept the responsibility for achieving decent, safe, and sanitary 
housing for needy families. 

We urge that the Congress place more emphasis on balanced community devel- 
opment so that housing, which is just part of community development, can be 
upgraded through programs of enforcement of adequate housing codes and 
voluntary rehabilitation. We believe in the competency of the people in their 
communities to develop such balanced programs. 

The national chamber is actively helping community leaders to organize citi- 
zens groups, in each of the 2,700 communities having local chambers of commerce, 
in our federation, to study their community development problems and plan ways 
to solve these problems. 

The attached copy of the Urban Development Guidebook is available to all 
community leaders and is being used in hundreds of cities in the growing move- 
ment to increase local responsibility in all problems of development, including 
housing. 

We also urge the Congress to reject the proposed increase in federally subsi- 
dized public housing because this economy in Federal spending can contribute 
to balancing the Federal budget thus assuring our citizens a stability to the value 
of the money they save. 

The national chamber believes that the concept of public housing is outmoded 
by the achievements of the private housing construction industry. We believe 


that. private ownership of housing should be accepted as a basic principle in our 
economy. 
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We further urge the Congress to strengthen our free choice, private,‘ cormpet- 
tive system of getting a living by removing federally subsidized public housing 
from the devices that can be used politically to control and weaken our people. 

Federally subsidized public housing is not needed to stimulate employment, as 
was claimed during the depression years. It is not a cure-all for slum clearance. 
as has been argued in recent years. It is not necessary as a solution to housing 
shortages, since this postwar condition has been adequately handled by the con- 
struction of more than 10,500,000 privately financed dwelling units since World 
War ITI. 

TITLE V—COLLEGE HOUSING 


The Chamber of Commerce of the United States believes that this program for 
long-term loans to institutions of higher learning should be terminated. 

This program was begun as an emergency aid under the pressures of the post- 
World War II period. This condition no longer exists. The program has been 
extended beyond housing and now includes dining halls, student unions, infir- 
maries, and other service buildings. 

We believe that colleges are completely competent to solve their problems of 
growth without depending on the Federal Government for subsidized. interest 
rates. 

Discontinuance of this program benefits the American people by achieving:a 
reduction in Federal Government spending. It also contributes to the reduction 
of Government competition with private sources in the lending field which we be- 
lieve strengthens our economic system. 


OTHER PROGRAMS—LOANS FOR PUBLIC WORKS 


The national chamber also recommends the termination of the Federal program 
of loans for public works and suggests, accordingly, that the bill be amended for 
this purpose. 

This program is expected to operate at a deficit of $518,000 for fiscal 1957. We 
believe that municipalities can finance needed public works, without loans from 
the Federal Government. The benefit of ending this program is a savings in 
Federal spending and a strengthening of the ability of communities to solve their 
overall problems of urban development. 


PUBLIC WORKS PLANNING 


We believe that communities and the States have the capacity to pay for public- 
works planning and that funds from the Federal Government for this purpose 
are not needed. We would suggest an appropriate amendment. 

It is impossible to expect the Federal Government to supply financial support 
for public-works planning without also exerting some direction over the ex- 
penditure of Federal funds. Since local authorities by necessity are best equipped 
for developing such plans, it is most unfortunate to permit Federal intervention, 
no matter how well intentioned. 

Discontinuance of this program-would give cities and States the incentive to 
modernize their arrangements for initiating public-works programs and at the 
same time relieve the Federal Government of an appropriation of $12 million. 


SUMMARY 


The Chamber of Commerce of the United States believes that the following 


savings in Federal spending proposals can be made through the foregoing rec- 
ommendations : 


Federally subsidized public housing (title IV) ($250—annual con- 
tribution rate per unit to maintain low rent for 35,000 units)__.__. $8, 750, 000 
College housing (title V) (estimated net loss of program) 
Loans for public works (anticipated net loss) 
Public works planning (appropriation requested ) 


Total savings in Federal spending for fiscal 1957 
We request that this letter be made a part of the record of your hearings. 


Cordially yours, 
CLARENCE R. Mites. 
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STATEMENT OF THE NATIONAL ASSOCIATION OF SocraL WORKERS 


The National Association of Social Workers is deeply concerned that our 
country has made little progress toward the national goal, often expressed over 
the years, that every American family have a decent home in a good neigh- 
borhood. 

There was hope that the Housing Act of 1954 would be more effective than 
it has proven to be, in fighting slums and incipient blight. It is a matter of 
record’ that new slums are still being made faster than the old are being re- 
deemed ; that the Federal Housing Administration programs designed to provide 
multifamily rental housing in the urban renewal areas and to stimulate the 
rehabilitation of existing structures in such areas have proceeded at a snail’s 
pace; that the program for FHA insurance for low-cost sales and rental housing 
outside urban renewal areas for the displaced families has been a complete dis- 
appointment; that the problem of relocating families that have or will be dis- 
placed by urban renewal and redevelopment projects is yet to be faced squarely. 


THE HOUSING AMENDMENTS OF 1936 (8. 3302) 


We. note the Housing Amendments of 1956, S. 3302, attempt improvement, 
particularly by further encouraging private industry to meet the great need for 
low-cost housing. We are glad to see that the amendments make a provision for 
a permanent and broadened loan-insurance program for home modernization and 
repair; a liberalized housing mortgage insurance program, and an increase in 
FHA’s general mortgage insurance authorization. It is good to see that some 
attention has been given to the need for special housing for the aged and for 
housing research. However, our comments are directed mainly toward the 
provision for public housing in the administration’s bill. 

Here we had hoped for more positive recognition of the great and emergent 
need for decent housing for millions of American families living in wretched 
homes and in neighborhoods. breeding crime and disease. Such living conditions 
of our low-income families call for bolder and more imaginative provisions. 

Today, after years of public and private efforts to eradicate slums, the num- 
ber of substandard dwellings in our country requiring replacement or rehabilita- 
tion can be considered to be still no less than the estimated number of 15 million 
in 1950, cited by Wm. L. C. Wheaton, professor of city planning at the University 
of Pennsylvania.” 

This number included 10 million urban and 3 million rural dwelling units that 
were dilapidated or lacked running water and 2 million other units located in 
blocks containing more than 50 percent substandard units, all of which would 
be razed in any slum-clearance program. Of the 15 million substandard dwell- 
ings, it was estimated that 10 million required replacement, and 5 million were 
capable of rehabilitation. 

It is reasonable to believe that most of the families in these dwellings are 
low-ineome families who cannot afford decent private housing at the rents 
and sales prices at which such housing is currently available. Thirty-six percent 
of all of our 40 million families in 1951 (28 percent of all urban and 41 percent 
of all rural nonfarm families) had an annuai income of less than $3,000.* 

In the face of these figures, and with the knowledge that these figures mean 
people—millions of families—that cannot hope for comfortable shelter, for 
the basic facilities for decent living, or for the privacy which leads to rewarding 
personal relationships that mean good citizenship and good neighborhoods, we 
question the wisdom of providing a maximum of only 35,000 additional public 
low-rent housing units in each of 2 succeeding years. Recent testimony in 
New York, Philadelphia, Los Angeles, and Chicago,* has shown the utter inade- 
quacy of such provisions to meet the crying need for public housing. And these 
cities are not alone in their great need. Witness the 1950 United States Census 
of Housing figures on dwelling characteristics for the standard metropolitan 
areas. Figures on substandard dwelling units and overcrowding for many 
another city are even more disquieting than for these four cities.‘ 


3 mapas No. 1, Subcommittee on Housing, House Committee on Banking and Currency, 
84th ong.» 1956, p. 2. 
We ae Wheaton, American Housing Needs, 1955-70, The Housing Year Book, 1954, 
National Housing Conference, Washington, table 2. 

*Department of Commerce, Bureau of the Census, Income of Families in the United 
States, 1951, Series P—60, No. 12. 

‘Hearings before the Subcommittee on Housing, House Committee on Banking and Cur- 
rency, 84th Cong., 1st sess., 1 pts. 1, 2, and 3. é 

5 Department of Commerce, Bureau of the Census, United States Census of Housing, 
1950, vol. 1; also Statistical Abstracts, 1953, p. 773, No. 920. 
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In 1949, it was planned by Senator Taft and by the Housing Act of that 
year that 810,000 public housing units be built in the following 6 years: We 
regret greatly that Congress has not followed through on that plan and that 
crippling and restrictive amendments have prevented more than a token begin- 
ning toward solution of our housing problem. 

This problem is not alone a matter of perpetuating tragic social situations 
for the millions of families living in substandard dwelling units. It is a threat 
also to their neighboring communities and to the health and well-being and 
morale of our total American citizenry, not to mention general property values 
and governmental income. 

We would urge, therefore, that public housing units be provided in large 
enough numbers (preferably 200,000 annually), and on a continuing basis, in 
order not only to make real progress toward effectively relocating families 
displaced through the redevelopment and renewal programs, but to prevent the 
spread of blight and growth of new slums. 


SENATOR LEHMAN’S OMNIBUS HOUSING BILL (S. 3158) 


We believe Senator Lehman’s bill has great merit. It is certainly a bold 
stroke compared to the administration’s bill, and would make for more rapid 
strides in solving our very serious housing problems. 

The housing industry is providing homes mainly for high-income families, and 
is doing very little for middle-income families, even with the present encourage- 
ment from the Federal Government. Senator Lehman’s bill gives emphasis to 
furthering construction of middle-income housing by the proposal to set up a 
National Mortgage Corporation to administer a middle-income housing program 
with $1 billion lending authority. 

Another proposal which provides that the HHFA establish an Office of Co- 
ordination in each metropolitan district, headed by a director, who would analyze 
housing and mortgage market needs, report and make recommendations to the 
HHFA Administrator, would seem to meet the expressed need for fuller under- 
standing of the local community situations on the par of the Federal housing 
otiicials in their administration of the Housing Act. 

A need and desire for more data and research for the planning and administra- 
tion of their programs, in the face of a shortage of funds, have been ex 
emphatically by local housing officials. Planning and research grants to aid 
local housing agencies, as proposed in 8. 3158, should make for not only more 
effective local programs, but fuller understanding of the local housing problems 
on the part of the public. 

Senator Lehman’s bill goes further than does the administration in providing 
for public housing. The bill would authorize annually for a 3-year period 200,- 
600 public-housing units and provide that unused fiscal year-end balances be 
available until June 30, 1960. The bill also directs that 10 percent of the housing 
units provided under the bill be suitable for elderly families and persons and 
that preference be accorded them for occupancy. Certainly there is much need 
for such housing for the aged in view of the fact that census estimates of 1952 
incomes, the most recent available, show almost 36 percent of urban families with 
head, age 65 or over, as having incomes below $2,000, and 76 percent of urban 
individuals, age 65 or over, not living in families, had incomes below $1,500. Of 
course, we would emphasize that housing for the aged should not be isolated into 
old people’s communities, but should be fitted into housing developments for 
younger families. This is quite feasible since none of the housing features for 
the aged would make the housing unsatisfactory for younger families.* 


AMERICANS FOR DEMOCRATIC ACTION, 
Washington, D. C., April 3, 1956. 
Hon. JOHN SPARKMAN, 


Chairman, Housing Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D. C. 
Dear SENATOR SPARKMAN: Americans for Democratic Action urges that your 
subcommittee act with all possible speed in favorably reporting housing legisla- 


tion to the full committee so that it might send the legislation to the Senate 
floor for early consideration. 


® Housing for the Aged, mimeographed, 9 pp., HHFA, undated. 
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Seven years ago this spring, the Congress of the United States set the goal of 
“a decent home in a proper living environment for every American family.” It 
is nothing less than disgraceful that so little has been done in meeting this goal. 
Millions of Americans are still living in crowded slums and blighted neighbor- 
hoods because our Government has refused to do its duty in assuring the means 
by which these slums can be cleared and our cities rehabilitated and renewed. 

“Soon after the Housing Act of 1949 became law with its annual provision for 
135,000 public-housing units, the outbreak of hostilities in Korea caused a delay 
in the putting of this program into full operation. By the time the economy 
had made an upward adjustment in its productive capacity so as to permit it to 
move forward on the housing front, the Eisenhower administration had taken 
office and promptly abandoned the goal set in the 1949 act. President Eisenhower 
and his chief housing adviser, Albert Cole, have talked much of the need for 
better housing and much about the necessity for meeting this need, but they 
have failed to come forward with a workable plan to do the job. 

The 83d Congress approved a paltry 35,000 low-rent public-housing units per 
year, and burdened down the Federal law with so many restrictions that local 
communities have found it exceedingly difficult if not impossible to qualify for 
Federal assistance. For the administration to continue to talk about the need 
for urban renewal and low-rent housing without taking the steps to assure the 
availability of Federal assistance to meet this need and to remove the redtape 
which bars this aid from local communities is a disservice to the American 


le. 

We urge that the 84th Congress act now to approve a program such as that 
outlined in the housing bills introduced by Senator Herbert H. Lehman and a 
number of other Senators. 

America needs a minimum of 200,000 public housing units a year for the next 
3 years ‘which the Lehman bill would authorize. A long-overdue nonsubsidized 
middle-income housing program with low-interest, long-term loans for rental and 
sales housing—together with necessary community facilities and services—would 
also be provided by the Lehman bill. 

Other major features of the Senator’s proposal which deserve favorable action 
in the Congress are: 

(1) The making available of housing for elderly couples and individuals. This 
problem of housing for the aged is an increasingly acute one, and a prompt start 
toward solving it will avoid serious hardship in the near future. 

(2) The general coordination of housing activities on the local and national 
levels. This is long everdue, and could well be one of the most far-reaching 
improvements that Congress could make in the housing field this year. It has 
become increasingly obvious to all who have concerned themselves with housing 
that the lack of coordination of activities is one of the most serious handicaps 
in improving our local communities and in instituting a general program whereby 
one locality may profit from the experiences of another. 

We fully realize that it is difficult for the Congress to take the lead in insti- 
tuting governmental programs, and appreciate that this is the proper function 
of the. Executive. However, where the Executive has failed to do his.duty the 
Congress must take the initiative. In the housing field there can be no doubt 
but that the Eisenhower administration is unwilling to recommend the legisla- 
tion which would be required to do justice. Further delay in action by the Con- 
gress can only result in the year ending without legislation, and another 12-month 
delay during which more slums will be created and more families doubled up. 

We respectfully urge prompt action. 

If it is possible, would you make this letter part of the hearings which have 
recently been conducted by your subcommittee? 

Very truly yours, 
JOHN J. GUNTHER, 
Legislative Representative. 


Arizona Rerai, Lumper & Buripers Suppty AssoctaTion, INc., 
Phoenia, Ariz., March 19, 1956, 


Hon. Cart HayYbEN, 
Senate Office Building, 
Washington, D. 0. 
Deak SenatoR Haypen: We understand that the Senate Banking and Cur- ° 


rency Committee will begin hearings on all housing bills pending in the Senate 
on March 20. 
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In previous correspondence we have kept you informed as to our position on 
this very important subject. We would like at this time to repeat our position 
in view of pending legislation. 


TITLE I-—-HOME REPAIR AND MODERNIZATION 


(1) Increase the maximum term of the loan from 3 years and 32 days to 5 
years and 32 days. 

This is the most vital change desired and will do the most good. The small. 
homeowner generally likes the place where he lives and wants to raise his family 
there and protect his investment. A recent survey in southwest Phoenix by the 
health service proves this point. Several thousand homes could be readily 
modernized at costs of between $1,500 and $2,000. Inasmuch as all of these folks 
are working people who must budget their money on a monthly pay-as-you-go 
basis, here is the problem they were faced with : 





Present law, 


$1,000 loan__- 
$1,500 loan... ._- 
$2,000 loan 





(2) Increase the maximum loan limits from $2,500 to $3,500. 

This is a realistic approach; when the $2,500 limit was established many 
years ago it was in line but at today’s inflated prices the higher figure is more 
correct. 

(3) That the 6-months’ occupancy provision be repealed. 

Many purchasers of low downpayment tract houses, particularly if they have 
children, know that almost immediately they should make improvements (such 
as fences) of several hundred dollars which can be budgeted on low monthly 
payments. 

(4) The title I program has over the years proven to be so worth while we 
feel that it should be made permanent. 


PUBLIC HOUSING 


We reaffirm the stand taken at every convention of this association during the 
last 10 years. Permit the program to terminate. 


GENERAL MORTGAGE INSURANCE AUTHORIZATION 


If FHA is to continue to function at its present level of activity Congress 
should approve the additional $3 billion authorization for FHA mortgage 
insurance. ; 

We feel that with the adoption of these suggested measures Home Improve- 
ment Year and 1956—The Year to Fix, can become more than slogans and will 
go far toward stabilizing our national economy. We as suppliers of building 
materials are naturally concerned when we note that the value of dwelling units 
in our State dropped in 1955 over 1954 starting in September at the following 
percentage of loss: September, 26 percent; October, 24 percent; November, 32 
percent ; and December, 15 percent. Such a decline has affected the entire build- 
ing construction industry. 

We respectfully ask your favorable endorsement of this program. 

Yours very truly, 
G. R. MICHAELS, 
Secretary-Manager. 


MINNEAPOLIS, MINN., Mareh 7, 1956. 
Hon. Husert H. HUMPHREY, 
Senate Office Building, 
Washington, D. C. 

Dear Str: I sent you the following wire a few days ago: 

“Please do all in your power to change the public-housing law now in com- 
mittee, to require FNMA to purchase any VA guaranteed mortgage submitted 
to it. It seems inconsistent to have one governmental agency refuse a mortgage 
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guaranteed by another Government agency. A great deal more of FNMA’s 
stock would be sold if lenders were assured that FNMA would purchase all VA 
guaranteed loans submitted to it. This requirement should include mortgages 
on Glider homes as well as newly constructed homes. More detailed letter to 
follow. 

“J. P. Rreper & Co., 

“Minneapolis Realtors, 

“2636 Hennepin Avenue, Minneapolis, Minn.” 


We have been in the real-estate business in Minneapolis since 1923. Our busi- 
ness consists mostly of selling existing homes in Minneapolis which are 30 years 
of age or older. I feel I am very well qualified to discuss the real-estate market 
as it pertains to older existing homes in this city. I am very familiar with the 
attitude of private lenders and FNMA considering mortgages on existing older 
homes. 

I have been an approved service-seller for FNMA for approximately 6 years. 
We have originated about 300 GI mortgages, and at present we service for FNMA 
143 mortgages, totaling approximately $1,225,000. We sell about 200 homes 
per year. In the past 6 years we have had only 1 VA guaranteed loan which 
was foreclosed. My servicing record on these mortgages with FNMA has been 
excellent, and out of 143 loans reported last month, there were only 2 veterans 
whose monthly payments were 25 days late. A large percentage of these loans 
were no downpayment loans, and maturity of 29 years, and most of the homes 
were over 30 years of age. 

I think this record speaks for itself, and shows that the veteran purchaser of 
an older home in the city is just as reliable as the veteran purchaser of the new 
home in the suburbs. It is almost impossible however, to convince private lend- 
ing institutions of this fact, and FNMA is also reluctant to purchase loans on 
older homes recently. 

I will discuss the following points in this letter. 

A. Demand for older existing homes in the city. 

1. Class of people who make up the market. 

2. Price range. 

3. Methods used to finance these transactions. 
B. Need of FNMA in financing older existing homes. 
C. Recommended solution to the problem. 


A. Demand for older existing homes in the city 


A few years ago there was a large exodus from the city to the suburbs. 
People were not satisfied with a 40-foot lot, and wanted to get out in the country 
where the children had more room to romp and play, and where the taxes were 
less. Now, although there is still a good demand for suburban living, many 
people want to get back to the city, because they miss the convenience of schools 
and churehes nearby, public transportation, better police and fire protection, 
and the real-estate taxes are lower because in most cases, sewer, water, curb 
and sidewalks are in and paid for. Also, the experiences of the suburban home- 
owner have been passed on by word of mouth and have influenced many who 
originally wanted to live in the suburbs. As a result, there is an increased de- 
mand for homes in the city. 

1. Class of people who make up the market.—For the most part, the market 
consists of people in the middle class, including wage earners as well as white- 
collar workers. These families generally need 3-bedroom homes, with convenient 
access to churches and schools, parks, and playgrounds, etc. 

2. Price range—They can best afford a home costing $10,000, which is the 
average price, or less, with monthly payments of $65 or less, including principal 
and interest taxes and insurance. A comparable 3-bedroom home in the suburbs 
will cost from $1,500 to $2,500 more. The required monthly payments are cor- 
respondingly higher for a home in the suburbs. However, and this I believe is 
very important, the financing offered by private lenders and the Government 
is much better on new homes than it is on comparable older homes in the city. 
As a result, many veterans are paying more than they can afford for the home 
in the suburbs, because they cannot obtain equal financing on older homes in 
the city. If this financing were available in older homes, many more veterans 
would purchase a less expensive home, and one that they could better afford, 
located in the city where the demand is ever increasing. . 

3. Methods used to finance these transactions—A conventional mortgage of 
about’$5,500 is available on a $10,000 home. The term will never be over 15 
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years and the interest rate will probably be 544 percent per annum. This ’means 
that a buyer will have to have $4,500 in cash to buy this home, or else pay 
what cash he can, usually not over $1,000, and buy under contract for deed— 
$3,500, payable at least $35 per month, including interest at the rate of 6 percent 
per annum. If FNMA financing is not available on this typical $10,000 home. 
and at the present time it is not, the total principal and interest payments of 
the purchaser is $79 per month, plus about $10 for taxes and $3 for insurance, 
making a total monthly payment of $92. 

This means that to afford this home with this type of financing, the purchaser 
must take home $92 per week in wages and have very few debts. The veteran 
in the middle-class wage or salary group cannot afford this home under those 
terms, but is forced to buy it anyway, and take a chance on his ability to meet 
the required payments. Those veterans who have the foresight not to buy the 
older home under this kind of financing, and do not have adequate housing, are 
therefore forced to buy a new home in the suburbs at a price they cannot afford, 
with monthly payments too high. They are being deprived of the less expensive 
home in the city because the financing is not as favorable. In addition to the 
above types of financing, there is of course, the FHA mortgage and the VA 
mortgage. I am limiting my remarks to the VA mortgage, as that is where 
the Government can render the best service to the middle-class veteran wage 
earner. It is my carefully analyzed opinion that generally speaking, the VA 
has done a very conscientious job in appraising older homes in this area. The 
VA seems to realize the many advantages of a mortgage on older homes. The 
mortgage generally is in a relatively lower amount. The homes securing the mort- 
gages are more salable in case of necessity. The taxes and insurance rates are 
lower, with the result that the total monthly payments are less, city water and 
sewer are in and paid for, etc. It seems.to me that private lenders should be as 
realistic as the VA is in taking these facts into consideration in filling their mort- 
gage portfolio. 

From my own experience, and from the information received from various pub- 
lications, there is a good deal of truth in the statement that mortgage money is 
becoming available, and that there is nothing for the Government to worry about. 
This is only true as it pertains to newly constructed homes, and it is definitely 
not true in the case of mortgage money needed for older homes, I canvassed this 
entire State looking for private lenders that would give me any commitment to 
purchase from me VA guaranteed mortgages on older homes in the city. I was 
completely unsuccessful, yet the older home mortgage is guaranteed just like the 
new home mortgage. The present VA requirement is 2 percent down plus Closing 
costs on both new and older homes, but the private lenders refuse to go along with 
the VA when it comes to accepting minimum down, maximum term mortgages 
on older homes. As a result, a large number of veterans are not being allowed to 
purchase an older home of their choice in the city, even though it meets all VA 
requirements. I think you can readily see the predicament to a large percentage 
of our veterans from the above facts. 


B. Need of FNMA’ help in financing older homes 


You can readily see from this attitude of private lenders regarding mortgages 
on older homes, that it is in this field primarily, that FNMA is needed so badly. 


C. Recommended solution to the problem 


This situation can be remedied very easily. If FNMA was required to purchase 
every VA-guaranteed mortgage submitted to it, even though it was secured by 
older homes, then the forgotten man, the veteran purchaser in the middle laboring 
class, who wants an older home in the city, would be taken care of. He should be 
treated the same as the purchaser of the new home. 

Mortgage brokers, like our company, and other real estate companies, have 
to get another private commitment to back them up if FNMA refuses to purchase 
a given VA mortgage. Many of these small brokers and real-estate companies 
cannot afford to retain these mortgages permanently in their own portfolio, and 
if FNMA refuses to accept a mortgage, there is nobody left to purchase it from 
real-estate people like ourselves. I had this happen to us about 2 years ago. I 
sold for FNMA $1% million worth of their 4 percent VA mortgages. 

In return for this they gave me a contract to purchase $144 million worth of 
the new mortgages I originated. This was known as their One-for-One program. 
In spite of the contract with FNMA, they refused to purchase from me 6 of the 
150 VA-guaranteed mortgages I submitted to them. This made it necessary for 
me to resell these mortgages to private lenders at a further cost to me, and this 
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is in spite of the fact that these mortgages were fully approved and guaranteed 
bv the VA before I submitted them to FNMA for purchase. Six out of 150 is not 
a large ratio, but the important thing is that this arbitrary right on the part of 
FNMA to refuse to purchase even one VA guaranteed loan renders it very 
hazardous for mortgage brokers and real-estate companies to do business with 
FNMA at all. We never know exactly where we stand in doing business with 
them under this kind of arrangement. 

Generally speaking FNMA is a very competent instrumentality of the Govern- 
ment, and I know they have rendered an excellent service to the veteran pur- 
chaser. This service, however, would be almost perfect if the law was broadened 
to require FNMA to purchase any and all VA guaranteed loans submitted to it. 
I also realize that recently many mortgage lenders are selling their mortgages 
to FNMA, and FNMA’s purchases have increased very rapidly. However, I think 
vou will find that these sales consist mostly of mortgages on new homes and the 
new mortgages are sold to FNMA by larger mortgage lenders. This leaves out 
the small mortgage broker dealing with the older existing home in the city. 
This last group represents a large percentage of veterans who are prospective 
home purchasers. 

Theoretically, FNMA does deal with all mortgages in the same manner, whether 
they are on new homes or on older homes, but practically, because private lenders 
are reluctant to buy VA guaranteed mortgages on older homes, FNMA is likewise 
reluctant. Although I don’t know this fact to be true, I believe that the per- 
centage of rejections by FNMA is much larger on older existing homes than it 
is on any newly constructed ones, and it is that point that in the practical appli- 
cation of FNMA’s program renders a hardship on the mortgage broker dealing 
in older homes and ultimately on the veteran purchaser of older homes. 

I do not intend this letter to recommend that the available financing on new 
homes should be curtailed to equal the financing available on older homes, but 
rather the financing of older homes should be improved to compete favorably with 
the mortgage financing offered to purchasers of new homes. Otherwise a large 
portion of the veterans will go without the homes they want, where they want 
them, and at the price they can afford to pay. 

Another very important argument is that FNMA is anxious to sell their stock 
to private investors. In my opinion the very best way for them to do this is to 
require them to purchase all VA mortgages submitted to them. Then business- 
men will have complete confidence in them, and the risk of doing business with 
FNMA will be eliminated. 

If you would concentrate your efforts just on this one point, you would render 
an excellent service to the middle-class laboring veteran. That one point is to 
obtain equal financing for the older home so that it competes favorably with the 
financing available on the newer homes. That can best be done by requiring 
FNMA to purchase each and every VA guaranteed mortgage submitted to it, 
whether or not it is secured by a new or old home. 

I thank you for already showing me a great courtesy by even taking the time 
to read this long letter. If you feel this letter sets forth the facts correctly, I 
know you will do something about it. That is all anyone can ask, 

Yours very truly, 
J. P. Rievert & Co., 
By Cuartes M. Spear, 
Assistant General Manager. 


STATEMENT OF NATIONAL Rerar, LumMBer Deaters ASSOCIATION, H. R. NoORTHUP, 
EXECUTIVE VICE PRESIDENT 


Mr. Chairman, and members of the committee, my name is H. R. Northup, 
and I am executive vice president of the National Retail Lumber Dealers Asso- 
ciation. I am appearing before your committee*in behalf of the thousands of 
retail lumber dealers of the country in support of certain provisions of the Ad- 
ininistration’s housing bill, 8. 3302, introduced by Senators Capehart and Spark- 
man. 

My remarks will be addressed to four provisions of S. 3302. One of these pro- 
visions is section 101 of the bill, having to do with the extension of the home im- 
provement loan insurance program of the Federal Housing Administration, 
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THE TITLE I PROGRAM 


The importance of home improvement to the national economy is shown by 
these facts: 

Of some 50 million homes at the time of the last census, just about half, or 25 
million, are 30 years old or older; 10 million of our homes, or about 20 percent, 
are 50 years or older; about 27 percent have no bathtub or shower ; 15 percent 
have no running water, and 15 percent have no kitchen sink, and millions of our 
postwar homes which were built to minimum standards are now too small for 
the family increase in second, third and fourth born children. 

President Eiseuhower recognized the need for prevention of slums and the up- 
grading of our existing inventory of homes by encouraging the declaration of 
1956 as “Home Improvement Year.” 

In support of the Administration’s declaration of 1956 as “Home Improvement 
Year,” the Chamber of Commerce of the United States, the construction industry, 
and local citizens groups throughout the country have adopted the slogan that 
“1956 is the Year to Fix,” and are, through the press, the consumer magazines, 
radio and TV, telling the American public that it is good business to keep their 
homes in good repair, and is encouraging them to bring their homes up to present- 
day standards. 

Some homeowners are in a financial situation that permits the payment of cash 
for necessary improvements. Others are not so fortunate and must borrow to 
finance any major home improvements found to be necessary or desirable. 

The title I home improvement loan insurance program has, over the years since 
its inception, been feund to be an excellent means of financing home improvements. 
Although it originally was created on more or less of an experimental basis, it 
has proven its worth many times over and should be made a permanent program 
of FHA. 

The home-improvement business is extremely important to the average retail 
lumber and building material dealer. Of equal importance both to the home- 
owner and the dealer is adequate and convenient financing of such improvements. 

The average homeowner looks upon his home not only as a place to live and 
raise his family, but also an investment. He must protect this investment by 
keeping it in good repair. Unfortunately, many have been unable to do so. 

Many lending institutions have set up their own home improvement lean pro- 
grams. Generally speaking however, we believe your committee will find that 
the discount rates charged under the private programs are higher than that per- 
mitted by title I. The information that we receive is that these rates run from 
$6 per $100 per year discount to $8 per $100 per year discount, while title I has a 
$5 discount rate. 

The present act provides for a maximum home improvement class 1 (a) loan 
of $2,500 and a maximum term of 3 years and 32 days. These limits were estab- 
lished many years ago and are no longer sufficient in terms of today’s prices to 
adequately finance many major home modernization operations. 

In 1954, the Congress amended the law to prohibit the use of title I loans for 
improving new residential property which has been occupied for less than 6 
months. The purpose of the amendment, as we understand it, was to prevent 
the use of the proceeds of a title I loan for the downpayment on a new home. 
We are in wholehearted agreement that this is an improper use of the program. 
However, experience has shown that this provision has penalized the purchaser 
of a new home. In many instances, builders do not provide storm sash, fences, 
garages and other improvements which are highly desirable and considered by 
many persons as necessary. Consequently, many purchasers would like to add 
these improvements when their house is new, but are forced to finance them 
through sources other than title I at a higher rate of interest, because of the 
6-month provision in the law. 

We believe that the Congress did not intend this result. 

The present administrators of this program have, in our opinion, done an out- 
standing job of eliminating the irregularities and misuse of this program that 
were brought to light 2 years ago. It appears to us that with proper administra- 
tion and enforcement that proper administrative safeguards and authority pres- 
ently exist to prevent a recurrence of the earlier misuse of the program without 
the inequitable 6-month provision above referred to. ; 

Turning for the moment to section 101 of S. 3302, your attention is called to 
to the wording of (b) (2), at page 2 of the bill, which reads as follows: 

“(2) striking out ‘except that’ in clause (2) and inserting ‘except that 
the Commissioner may increase such maximum limitation to 5 years and 32 
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days after giving consideration to the general effect of such increase upon 
borrowers, the building industry, and the general economy,’.” 

At present, the law reads as follows: 

“Tf such obligation has a maturity in excess of 3 years and 32 days except that 
such maturity limitation shall not apply if such loan advance of credit, or pur- 
chase, is for the purpose of financing the construction of a new structure for 
use in whole or in part for agriculture purposes.” 

If the wording of S. 3302 is written into law, there will be an area of uncer- 
tainty as to what the future maximum maturity of the loan may be. 

As we interpret this proposal, the present maximum of 3 years and 32 days 
remain in effect unless, by some affirmative action, and upon certain determina- 
tions by the Commissioner, it is increased to some larger term but not to exceed 
5 years. 

There may be some compelling reason why this discretionary authority has 
been requested by the administration. However, we respectfully submit that it 
would make for greater stability and certainty in the title I program if the 
Congress would merely strike from the present law the words “3 years and 32 
days” and insert in lieu thereof the words “5 years and 32 days.” 

The most important amendment to title I before your committee is that which 
would extend the maximum term of the lean to 5 years. There are a number 
of homeowners in need of major improvements that cannot pay the monthly 
installments permitted under the present law. 

For example, on a $1,000 loan for 3 years, the montly payments are $31.94. 
If he could pay the loan off over 5 years, the payments would be $20.79. 

On a $2,000 loan, for 3 years, the monthly payments are $63.88. If the bor- 
rower could pay this off over 5 years, the payments would be $41.57. 

We are attaching a monthly payment table as exhibit A, showing the monthly 
payments for various sized loans over 3 years and 5 years. 

From this table it can easily be seen that a 5-year loan would make it possiblbe 
for a far greater number of persons to use the program than at present under 
the 3-year maximum term because of the lower monthly payments. 


PUBLIC HOUSING 


Your committee has before it a number of proposals to continue or expand the 
publie housing program. 

The association which I represent has consistently opposed subsidized public 
housing. The reasons for this opposition are well known to this committee. 

In 1954, the Congress provided a number of new mortgage-insurance programs 
available to persons living in urban renewal or slum-clearance areas, or per- 
sons displaced by some governmental action. It is our belief that with these 
new programs and the outstanding contribution that the building industry is 
making today in providing new homes and repairing and modernizing existing 
homes, there is no justification for continuing any public housing. 

Furthermore, we are confident that an investigation would reveal that there 
is not the widespread demand or need for public housing that the proponents 
of this program would have you believe. 

We would remind you that when public housing is built it means increased 
sales of lumber and building materials. However, we prefer to keep housing 
in its proper perspective. We do not subscribe to the theory that taxpayers 
in Texas, Kansas, and other areas should pay the rent for persons in New 
York City, Chicago, and other large metropolitan areas where the locality has 
failed to recognize their responsibility toward its citizens, 

Furthermore, we do not believe that the public housing which has been built 
or which is proposed will serve those who are in greatest need for housing. 

Our industry predicts that 1956 will be the biggest home modernization year 
of all time. If we are correct in this prediction, millions of homes will be mod- 
ernized, repaired, and enlarged to accommodate hundreds of thousands of persons 
who are not now adequately housed. Here is a means of providing additional 
housing at no expense to the taxpayers. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


A section of S. 3302 would reduce the amount of stock which a user of FNMA 
—_ purchase in order to avail himself of the secondary market facilities of 

NMA, 

In many areas of the country there are shortages of funds for investment in 
home mortgages. Many of the areas are served by smaller lending institutions 
with limited capital for such investments. 
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The 3 percent stock requirement has, in our opinion, been a deterrent.to the 
use of this facility by the smaller lending institutions. A reduction of this 
stock purchase requirement will encourage these lending institutions to take 
advantage of the secondary market facilities of FNMA, thereby releasing more 
funds for investment in home mortgages in those areas where such funds are 
needed the most. 

We do not subscribe to the proposition that FNMA should be converted to a 
primary market for home mortgages. The value of this facility lies in its sec. 
ondary market operations to eliminate the peaks and the valleys in the mort- 
gage market. 

GENERAL MORTGAGE INSURANCE AUTHORIZATION 


If the Federal Housing Administration is to continue to function at its present 
level of activity, it will require an additional authorization of $3 billion. 

We urge your committee to recommend approval of this authorization to as- 
sure the continued availability of insured home loans in the next fiscal year. 


RECOM MENDATIONS 


In conclusion, we respectfully recommend the following amendments : 
I. Home repair and modernization : 
That title I of the National Housing Act be amended to— 
(1) Increase the maximum loan limits from $2,500 to $3,500; 
(2) Increase the maximum term of the loan from 3 years and 82 days 
to 5 years and 32 days; 
(3) That the title I program be made a permanent program of the Federal 
Housing Administration ; 
(4) That the 6-month occupancy provision be repealed. 
II. Public housing: 
That this program be permitted to terminate in 1956. 
Ill. Federal National Mortgage Association : 
That the 3 percent stock requirement be reduced to permit greater use of the 
secondary market functions of FNMA by smaller lending institutions. 
IV. General mortgage insurance authorization of Federal Housing Administra- 
tion: 
That the Congress approve the $3 billion additional mortgage insurance au- 
thorization for fiscal 1957 as provided in 8. 3302. 


Exutit A 


Monthly payment table on title I home modernization loans 
[Monthly payments] 
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Norte.—Based on a discount of $5 on a 1-year note payable in equal monthly installments. 
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MONDAY, MARCH 26, 1956 


Unirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Hovusine, 
Washington, D.C. 

The subcommittee met, pursuant to recess, in room 301, Senate 
Office Building, at 10:15 a. m., Senator John Sparkman (chairman 
of the subcommittee) presiding. 

Present: Senators Sparkman, Lehman, Capehart, and Bush. 

Senator SparKMAN. Let the subcommittee come to order. 

Our first witness this morning is Mr. Scott Lucas, representing the 
National Mobile Homes Association, 

Mr. Lucas is a former colleague of ours. We are delighted to have 
you with us. I understand you have a couple of gentlemen with you. 


STATEMENT OF SCOTT W. LUCAS, ATTORNEY, ACCOMPANIED BY 
EDWARD L. WILSON, MANAGING DIRECTOR, AND LEWIS E. SPEAR, 
ARCADIA, CALIF., AND JESSE S. SMITH, SARASOTA, FLA., FOR THE 
MOBILE HOMES MANUFACTURERS ASSOCIATION 


Mr. Lucas. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, my name is Scott 
W. Lucas. I am a practicing attorney in Washington, D.C. I am 
before this committee as attorney for the Mobile Homes Manufac- 
turers Association, whose headquarters are in Chicago, Ill. The man- 
aging director of this organization, Mr. Edward L. Wilson, is here 
and will be in a position to answer any technical questions that are 
propounded to him by members of this committee. 

We have two other witnesses with us, both of whom are retired 
from business and who now live in mobile homes, who would also like 
to make a brief statement. And with your permission, Mr. Chairman, 
when I finish this short statement of mine, I would like to ask these 
two gentlemen some questions and more or less have the debate run- 
ning between them on how they feel about living in mobile homes in 
these two trailer camps, if that is satisfactory with you, sir. 

Senator Sparkman. I certainly think it would be all right. 

Mr. Lucas. Thank you, sir. 

Senator Sparkman. In other words, you will moderate the discus- 
sion between them ¢ 

Mr. Lueas. Yes. I will act as a moderator between these two 
gentlemen. 

In addition, we have placed two modern trailers a half-block from . 
the Capitol, which I hope members of the committee and members 

341 
75333—56——23 





342 HOUSING AMENDMENTS OF 1956 


of the staff, as well as anyone else who desires, will find time to inspect 
and examine, as these mobile homes are modern in every way and are 
truly most interesting. 

Senator SparkMan. Let me ask you are they fully equipped ? 

Mr. Lucas. Fully equipped. 

Senator SparKMAN, Just like a family would live in? 

Mr. Lucas. That is correct, Mr. Chairman. I certainly hope that 
the chairman and Senator Capehart and any other member of the com- 
mittee may find time to go there. I appreciate how valuable your 
time is here in the Senate, but if you could take, sir, a few minutes to 
walk a half a block and go through and examine these modern trailers, 
I am sure that you will be glad that you took the time off to see what 
the mobile homes have. 

Senator Sparkman. I will say I appreciate the opportunity. I cer- 
tainly intend to do it. I do not believe I have ever seen the inside of 
what you would call a mobile home. 

Mr. Lucas. Then, Mr. Chairman, it is a “must” for you if you have 
not been inside one. 

Senator SparKMAN. Does the staff know where—— 

Senator CaprHart. You have not been properly educated. 

Senator Sparkman. Confession is good for the soul. 

Senator Caprrenart. I can say that because we manufacture most of 
them in Indiana. 

Senator Sparkman. Does the staff know just where they are parked ’ 

Mr. Lucas. Yes. Just half a block past the Carroll Arms on First 
Street, NE. 

. Senator Sparkman. Thanks. I certainly plan to go by and see 
them. 

Go ahead. 

Mr. Lucas. At this time I should like to commend Senator Spark- 
man and the other sponsors of S. 2790, which seeks to amend the 
National Housing Act in order that elderly persons may have the op- 
portunity to live in suitable homes at a reasonable cost. I can think 
of nothing in the way of constructive legislation which is more impor- 
tant from a humanitarian standpoint than legislation of this character. 

Mr. Chairman, I have had occasion to examine the Congressional 
Record with respect to the debates which took place on the Housing 
Act of 1949. As you know, I was a member of the Senate at that time 
and participated in various colloquies with different Senators regard- 
ing that important measure. 

The distinguished chairman of this subcommittee was then chairman 
of the subcommittee which handled the legislation 6 years ago. It was 
mainly through his efforts and persuasive arguments that the Senate 
passed the bill with little or no difficulty. 

I desire to quote from the Record a statement that I made at that 
time. I do this, Mr. Chairman and gentlemen, to show that I am very 
consistent in appearing before this committee at this time. 

* * * we have a housing bill which will assure the building of enough homes 
to satisfy most American needs, reduce costs, clear the slums, and provide decent 
living places for most of the low-income families on the farms and in the cities 
and towns. 

Since that time, the diligence and effectiveness of this committee in 
advancing further a national housing policy is forcibly demonstrated 
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in the measure before us. It did so when it wrote the omnibus bill, 
S. 2126, which was introduced by Senator Sparkman last year and 
passed by the Senate. As I recall it, that bill, as finally enacted, did not 
retain the provision for housing of the aged. 

I should like to refer briefly now to section 4 of S. 2790, which au- 
thorized the Housing and Home Finance Administrator to undertake 
and conduct a program of research into the varying types of markets 
that exist for different types of housing for elderly persons, and such 
other matters bearing upon the housing needs of elderly persons as he 
shall determine. 

Mr. Chairman, we take the position that under the language used in 
section 4 the Administrator of this law has the power and the authority 
to conduct a research program dealing with mobile homes for elderly 
persons. The chairman will recall that I discussed this matter briefly 
with him, and he suggested that possibly an amendment would be in 
order to authorize the Administrator to include mobile homes in this 
research project. 

However, in carefully analyzing the language, we are convinced that 
such an amendment is unnecessary, but we respectfully request, in order 
that there can be no misunderstanding about the duties of the Admin- 
istrator, that a reference to mobile homes be made in the committee’s 
report, thereby conveying to the Administrator the intent of the Con- 
gress. Such a statement would resolve any question as to the Admin- 
istrator’s power and authority to include mobile homes in his research 
program on dwelling units that could be made suitable to the needs of 
elderly persons. 

Mr. Chairman, should the Congress decide that mobile homes are a 
type of housing for elderly persons that should be considered in the 
research by the Administrator of this act, then the Mobile Home Manu- 
facturers Association, through its representatives, stands ready and 
willing to cooperate in any program that is undertaken by the Adminis- 
trator. 

In conclusion, Mr. Chairman, I wish to say that it is my understand- 
ing from Mr. Wilson and other representatives of the Mobile Homes 
Association that today there are 100,000 retired couples living in mobile 
homes throughout America. 

Now, Mr. Chairman, if I may act just briefly as moderator between 
these two gentlemen whom I have with me today, on my left is Lewis 
E. Spear of California, and on my right is Jesse S. Smith of Florida. 
Mr. Spear, will you tell the committee just a little bit about your back- 
grouse and how you happen to be living in a trailer park at the present 
time ¢ 

Mr. Spear. Well, I was in business with 1 firm for 37 years. 

Mr. Lucas. What firm was that? 

Mr. Spzar. The Ruud Manufacturing Co. of Pittsburgh and Kala- 
mazoo. 

Mr. Lucas. What was your position there? 

Mr. Spzar. I was general sales manager. 

Mr. Lucas. Allright. Proceed from there. 

Mr. Spear. I left Michigan when I retired and went to California, 
partly because I wanted California atmosphere and I wanted to be. 
closer to a daughter I had living there. 
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I bought a home in Arcadia, Calif. The lot was 75 by 205 feet, and 
I found myself working 5 and sometimes 6 hours almost every day 
just taking care of the lawn and the shrubbery. So I really had not 
retired. 

Mr. Lucas. Let me interject a question there. How old are you at 
the present time ? 

Mr. Spear. I am 70 yearsold. 

Mr. Lucas. Did you own a home in Michigan before ¢ 

Mr. Spear. Oh, yes. 

Mr. Lucas. Yousold that home? 

Mr. Spear. Yes, sir. 

Mr. Lucas. All right. Now I would like to turn to the gentleman 
from Florida and let him speak for a moment about his previous 
career. Mr. Smith, you lived in Chicago before you went to Florida! 

Mr. Smirn. Yes,sir. I lived there for 56 years. 

Mr. Lucas. What was your business there ? 

Mr. Smrru. I was superintendent of claims of the Railway Express 
Agency. 

Mr. teen For how many years? 

Mr. Smirn. For 5414 years with the company. 

Mr. Lucas. How old are you, Mr. Smith? 

Mr. Smirn. Iam 81. 

Mr. Lucas. And you are living where now? 

Mr. Sarru. I am living in Florida, Sarasota. 

Mr. Lucas. How did you happen to go to Florida? 

Mr. Smitu. Well, I retired the first of March 1946, and I had a nice 
home in River Forest, Il. It got to be too much work, so the wife and 
I decided to sell out. We sold and went to Sarasota. We rented what 
they term a duplex apartment. We lived there for 9 months. Then 
I got in a trailer—or mobile home; excuse me—one day, and I got the 
bug, and so I bought a mobile home and moved in in August 1952, and 
I have lived there ever since. 

Mr. Lucas. All right. Now, Mr. Spear, you proceed from where 
you were a moment ago. 

Mr. Spear. Well, this home that I had in Arcadia became such a 
task to maintain that I started to look around for some more simpler 
way to live. My wife is just a year older than I am, and she is not 
able to take care of considerable work. After all, a retired man is on 
a fixed income, and he has to control himself accordingly. 

So, by casting around looking for some more simpler way to live 
and maybe as comfortable, I investigated mobile homes and finally 
bought a 45-foot trailer and moved it in the Santa Anita Trailertown 
which is located in South Arcadia, Calif. That is where I am living 
now. 

Senator SparKMAN. Let me ask you how much did that trailer cost? 

Mr. Spear. The trailer cost me $7,300. 

Senator SparkMAN. How big a space do you have? 

Mr. Spear. I have 35 by 60. 

Senator Sparkman. Thirty-five by sixty? 

Mr. Spear. Thirty-five by sixty. We have some pictures of that if 
you would like to see them, of my particular trailer. 


Senator Sparkman. How many mobile homes are there in this 
trailer park? 
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Mr. Spear. There are 232. There are 413 people living in the park. 

Senator SparKMAN. Is this picture of yours? 

Mr. Srzar. That is my home, yes. You will note there we have a 

atio on one side which is well equipped with porch furniture for en- 
joying yourself during the day. We have a carport on the other side 
which is plenty big enough to take care of our car. We have every- 
thing in t is mobile home that you would have in any home. We have 
a living room, we have a dining room, and we have a kitchen complete 
with oven, broiler, cooking surface, garbage disposal. We have a com- 
plete bathroom with shower. And we have a bedroom big enough for 
twin beds. 

The only thing about it is that every one of those rooms is smaller, 
naturally, than they would be in a home, but every accommodation is 
there for enjoyable living. 

In addition to that, we have the patio surface which is 10 feet wide 
by 60 feet long, which is livable space for summer living in the out- 
doors of California or any other territory that might have that kind 
of climate. 

Senator SparkMAN. How much rent do you pay for the space? 

Mr. Spear. We pay $36 a month plus the electricity and gas we use. 

Senator SPARKMAN. $36? 

Mr. Spear. $36 a month; yes, sir. 

Mr. Lucas. Mr. Smith, will you speak to the committee and tell 
them about your experience in Florida with respect to the trailer 
park in which you live? 

Mr. Smirx. Well, the first trailer I bought in 1952 was 35 feet long. 
A year ago last December they had a show in Sarasota for the State 
of Florida, and I saw a very fine-looking trailer, so I bought. that. 
It is 43 feet long. 

Senator Carenart. How wide is it? 

Mr. Smiru. Eight feet. That is the standard width—8 feet. I 
have everything in my trailer that Mr. Spear mentioned, and I have 
air-conditioning in addition to that. 

My patio, or cabana as we call it, is all aluminum. It is 10 by 24. 
T have an aluminum carport, and my trailer isaluminum. Everything 
is aluminum. I have an unusual-sized lot. It is 75 by 145 feet. 

Mr. Lucas. Mr. Spear, what is there about one of these trailer 
camps that you enjoy in the way of community spirit, if there is any 
such thing there? Explain that to the committee. 

Mr. Spzar. There is one thing that I discovered which, of course, 
I did not know about before I went into a trailer park to live, and 
that is that when you move in there is a community spirit of friendli- 
ness that takes place immediately. 

We were hardl located in our space before we had a dozen different 
couples come and call on us to get acquainted and offer us any service 
or any tools or anything necessary to get located and fixed enik started. 

Then I found too at went along that in the park itself to keep the 
older people—and I would say that we have older people in our park. 
We do have some younger people but the majority of the people in 
our park are older. There is community activity going on all of the 
time. 

It so happens in our particular park that we are organized for 
community work. We have our chairman, who is appointed every 
6 months, who heads up the committee, and that chairman appoints 
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other chairmen to take care of certain activities. Every day and every 
night of every week there is some activity going on in that park. 

Of course, we have a recreation room for that purpose. e have 
aswimming pool. We havea poolroom. We have shuilleboard courts, 
We have all the facilities furnished by the park so that we can carry 
on these activities. 

Monday night, for instance, is moving-picture night, and the com- 
mittee chairman arranges for moving pictures. Tuesday night is 
square dancing. Wednesday night is card games. Thursday after- 
noon and Thursday night are card games—for the ladies in the after- 
noon. Friday night is square dancing again. Saturday night we 
always have some kind of a dinner. It is either a potluck dinner or 
it is a turkey dinner or it is a fish dinner or it is a barbecue. 

Mr. Lucas. How do you older people get along with that square 
dancing? 

Mr. Spear. Well, I don’t get into it very much, but some of them 
do and enjoy it very much. 

Mr. Lucas. Let me ask you another very important question. Do 
you folks vote in that trailer camp ? 

Mr. Spear. Oh, yes. As a matter of fact, this last year we had 
something come up. I happen to belong to that activity—that com- 
mittee—and we asked the county to ont a man out to our park and 
register nonvoters. As a result, he spent afternoons there for one 
solid month just getting the people in our park who had either moved 
in from out of State or some other part of California to register, so 
that today we have 100 percent registration in our park. 

Mr. Lucas. That is commendable. 

Senator CarrHart. May I ask a question, please? Do you have to 
sign a long-term lease ? 

Mr. Spear. No, we rent by the month. We can move out next month 
if we want to. 

Senator Carrnarr. You rent month by month? 

Mr. Spear. Month by month. 

Senator Carenart. Is that general with most parks throughout the 
Nation ? 

Mr. Spear. The only parks that I know of that require leases are 
some of the more expensive parks. For instance, at Palm Springs 
you can’t get into a park without signing a 12-month lease. And 
at Balboa or at Laguna Beach you would probably have to sign a 
lease. 

Mr. Lucas. There is one thing, if I may interject, about one of these 
trailer parks. The owner or custodian of the park has complete 
power and authority over each and every space, and if they get an 
undesirable character in the park, in 30 days’ time he is out of there. 
It is a little different than where somebody who is undesirable buys 
a home and moves in. 

That is one of the features that seems to me to be very fine. 

Mr. Smith, if you will proceed from there, what about the activi- 
ties in Florida? 

Mr. Smrrn. The activities are practically the same as Mr. Spear 
mentioned. We have planned entertainment every night in the week 


except Sunday night. We have card games on Monday e mov- 
ing pictures on Tuesday, potluck supper and bingo ug 
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night, cards, any game you want to play, on Thursday night, dances 
Friday night, and sae night we have dinners. 

Senator CarrHart. Will you yield a minute? Isn’t there a park 
either at Sarasota or Bradenton that is supposedly the largest in the 
world? 

Mr. Smirn. That is in Bradenton. 

Senator Carenart. That is two, three, four, or five thousand ? 

Mr. Smrrn. They have about 1,200 lots. It is in Bradenton. 

Senator Carenart. I thought it was more than that. 

Mr. Surrn. In Sarasota the municipal lot has about 950. 

Senator CapeHart. 950? 

Mr. Situ. Yes. 

Senator Capenart. Bradenton has 1,200? 

Mr. Smiru. Yes. 

Senator Carenart. Is that the largest in the United States? 

Mr. Smiru. It is the largest in the country as I understand it. 

Senator Capenart. I think they advertise it. Is it filled most of 
the time? 

Mr. Smrru. They have a waiting list all the time. 

Senator SparkMAN. What rent do you pay ? 

Mr. Smiru. I pay $20 a month plus gas and electricity. 

Senator SparKMAN. How big a space do you get? 

Mr. Smrru. I have 75 by 145, but that is unusual. It just happened 
to break for me. 

Mr. Lucas. That is larger, of course, Mr. Chairman 

Senator SrarkMAN. How many are in your park? 

Mr. Smrru. There are 136 trailers. About 300 people. We have 


some children in there. There are about 300 people altogether. 
Senator Carrnarr. This bill talks about a study. Do you have any- 
thing specific to offer as to what the Federal Government should or 
should not do in respect to this matter? I mean what is it the Fed- 
eral Government might do to help elderly people in respect to these 
mobile homes ? 
Mr. Smrru. There are lots of people, in oY opinion, that are not 
e 


able perhaps to finance the better trailers. have some good trail- 
ers, you know, strictly modern, and then we have some that are smaller. 

Senator Carenart. In the bill last year the Federal Government 
was authorized to finance the parks themselves. 

Mr. Lucas. Yes. 

Mr. Smrru. I think some means should be provided for the man 
with limited means to be able to finance his trailer. In our parks I 
would say that over half the residents there are retired folks. There 
are some of them that do not have so much income. I presume they 
have social security. I know in some instances some of the wives go 
out and do babysitting to help out the income. 

_ Senator Sparkman. Let me be sure I understand this correctly. 
Senator Lucas, you say that under the legislation as it is drawn you 
think that the Government would be authorized to use mobile homes 
in this help to the elderly persons. What you want to do, if I under- 
stand it correctly, is for us to word the report in such a way as to show 
affirmatively that mobile homes in our opinion are covered by the 

legislation ? : 
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Mr. Lucas. The chairman is correct. Under section 4 you have 
authorized the Administrator to conduct research in all types and 
kinds of housing for elderly people as I understand it. We wanted 
to make certain that in this research the Administrator of FHA did 
not overlook, in his inspection and examination, mobile homes. 

We would like, Mr. Chairman, for instance, the Administrator to 
go into one of these parks in California and one in Florida or any 
other place that he wants to go. We realize that there are a number 
of parks that are not what we call class A parks. That is one of the 
reasons why last year we were so anxious to get through a bill authoriz- 
ing and directing the FHA to guarantee loans on trailer parks 
which—— 

Senator Sparkman. I wonder if you or Mr. Wilson could tell us— 
Mr. Wilson is following you, is he? 

Mr. Lucas. He is not going to testify, but he will be glad to answer 
any questions. 

Senator Sparkman. I think it would be interesting to know to 
what extent that legislation last year has been made use of. 

Mr. Lucas. I yield now to Mr. Wilson. 

Senator Sparkman. Is it proceeding satisfactorily ? 

Mr. Witson. It is accomplishing some results. Obviously regula- 
tions had to be established and were not entirely cleared until about 
January. Mr. Mason’s office is endeavoring to find planning that 
will fit into what they have in mind. We have had several things 
under discussion. As Mr. Mason told us earlier, their suggested regu- 
a were not absolute. They wanted to work on them and study 
them. 

So that our planners are working with his office, and we expect that 
within the next 2 months there will probably be four, I would say, 
major-sized parks financed under the FHA program. 

However, in the meantime, you might say an offside result is being 
obtained which we had anticipated. You may recall from our testi- 
mony at that time one of our problems was that the trailer park or 
mobile home park was not regarded as improved real estate by the 
banking authorities. Due to the very thoughtful action of you gentle- 
men, it became automatically recognized as improved real estate be- 
cause Congress had made it so. 

As a result, to date, at least 3 or 4 parks have been financed by 
banks exclusive of FHA. In other words, the end result is being ob- 
tained. It is working along. 

Their regulations are in the main good. They are being adjusted. 
We feel that we are obtaining results. 

Mr. Smith, I believe it was, told us last night that he knows of one 
park in his area that is going to be built shortly under the FHA 
program. 

It had an immediate stimulation in interesting a certain type of 
person to a mobile home park business. Our office began to receive 
inquiries from investors, from attorneys who represented trusts, and 
from real estate men. The National Real Estate Board itself, as 
soon as you took your stand, sent a newsletter to realtors across the 
country saying, “We feel there should be good mobile home parks, 
and it looks to us like this is a good opportunity now for realtors to 
enter this business.” And immediately we felt results from that. 

So, definitely your action has assisted the industry. 
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Mr. Lueas. I think one thing more that Mr. Wilson probably has 
forgotten which seems to me extremely important is that there has 
been one city in Virginia that has laid out a trailer park, or they are. 
starting to lay out a trailer park, under the regulations as laid down by 
the FHA, which means that if that park goes through it is going to be a 
standard class A trailer park. That is going to have its effect also, 
because it strikes me that any city in the future or any individual who 
is going to lay out any kind of a park must more or less be confined 
to these regulations which are proper and adequate from all angles. 

Senator SpaRKMAN. You do not suggest, do you, that there is any 
way now under which FHA can finance the purchase price of mobile 
homes? 

Mr. Lucas. No. Weare not suggesting that in this bill, no. 

Senator SparKMAN. Do you think that it can do so under S. 2790? 

Mr. Lucas. I do not know about that, Mr. Chairman. I have not 
made a close study of that. But we have had our troubles with that 
problem before—the financing of trailers. You will recall that the 
Senate passed a bill and that the House refused to go along, and we did 
not take that up at this time in connection with this bill. 

Senator SparKMAN. Is that all? 

Mr. Lucas. That is all that we have. 

Senator Sparkman. Senator Capehart? 

Senator Carenart. I do not think there is any question but what 
under this section 4 FHA now has the right and the obligation and 
should consider mobile homes. But I think it might be well to write 
it in the report and maybe change the law. Let’s amend the law to 
make it a little more descriptive of the kind and type of home. 


Senator Sparkman. Thank you very much, gentlemen. 
Mr. Lucas. Thank you very much. 
(The following were received for the record :) 


STaTMENT oF A. LEE PAINTER, CHAIRMAN OF THE GOVERNMENT RELATIONS Com- 
MITTEE, MOBILEHOME DEALERS NATIONAL ASSOCIATION 


Mr. Chairman and members of the subcommittee, my name is A. Lee Painter 
and I am chairman of the Government Relations Committee of the Mobilehome 
Dealers National Association, an organization consisting of more than 600 dealers 
of mobile homes in addition to many park operators, manufacturers and suppliers. 
I am president of American Trailer Co., of Washington, D. C. and have been en- 
gaged in the business of selling mobile homes and operating a mobile home park 
for more than 20 years. 

First I wish to express the appreciation of our industry to this committee and 
the Congress for incorporating in the housing amendments of 1955 provision for 
the FHA mortgage insurance of mobile home parks. The Congress thus ex- 
pressed its recognition that mobile homes have earned their right to be considered 
among the housing resources of the Nation for surely the fact that more than 
2 million persons live in mobile homes as permanent residents cannot be over- 
looked in the consideration of any housing legislation. Up to the date of this 
testimony the FHA has insured no mortgages on mobile home parks. This in no 
way should be attributed to any lack of interest on the part of the mobile home 
industry. Our committee believes that it has been the result of the 3,000 square 
feet land area requirement for each mobile home site. This area is more than 
twice the size recommended by two other Government agencies. (U.S. Public 
Health Service in 1953 recomended 1,000 square feet. House and Home Finance 
Agency in 1953 recommended 1,250). We also believe that the equity and ma- 
turity requirements are overly strict. We are hopeful that current negotiations 
with the Federal Housing Administration will bring about a more liberal ap- 
proach to the problems the industry faces in the construction of good mobile 
home parks and on easing of the regulations which up to now operate to deter 
private capital from flowing into the park segment of our industry. 





350 HOUSING AMENDMENTS OF 1956 


Our association has had an opportunity to study the numerous proposals pend- 
ing before the committee which are designed to provide housing for elderly fami- 
lies. These proposals vary from outright Federal grants for public housing to 

. direct loans to nonprofit groups for the construction of housing for elderly persons. 

We were pleased to note in reading the subcommittee staff report on “Housing 
for the aged” that reference was made to a mobile-home park in Bradenton, Fa., 
occupied by more than 1,000 retired elderly families. In the language of the 
staff report, “The outstanding characteristic of the community is the extensive 
participation of the residents in the well-developed and diversified program of 
activities in the park and the mutual aid extended in times of need.” According 
to the best information available to our association, more than 250,000 elderly 
families are living in mobile-home parks in units purchased through short-term 
financing prior to retirement or upon liquidation of a conventional-type house 
which was no longer suitable for retirement living. There are approximately 
9,000 mobile-home parks in the country, many of which cater exclusively to re- 
tired persons. The mobile home offers flexibility in selecting the location for 
the home and permits changes from time to time as the exigencies or pleasures 
of the owners’ economic, family affairs, health, etc., require. 

I am enclosing a brochure produced by our association as a public service 
which highlights the advantages of the mobile home for housing elderly persons. 
I request that the contents of the brochure be printed in the record of these 
hearings upon completion of this testimony. 

We sincerely believe that the potential of the mobile-home industry for housing 
the aged has been barely tapped, and that for every Bradenton mobile-home park 
there could be hundreds especially designed for elderly families. We urge, there- 
fore, that the committee, in considering changes in FHA section 207, encourage 
multifamily structures for elderly persons; also consider corresponding changes 
in the part of section 207 relating to mobile-home parks. We recommend the 
following: 

Mobile-home parks specially designed for elderly retired persons and with 
priority for occupancy by such families: 

1. Average-size lot of 2,000 square feet. 

2. Mortgage insurance be based on replacement cost instead of value. 

3. Increase maximum mortgage amount per space to $1,250 instead of 
$1,000, and maximum mortgage to $375,000. 

As our cities expand into the suburbs the problems of available land and com- 
munity facilities become correspondingly more difficult. Land must be husbanded 
so long as such decrease in land per unit does not result in a diminution of lia- 
bility. Under any realistic standard of land planning, a minimum size of 3,000 
square feet per mobile-home park lot (as provided in current FHA regulations) 
is unreasonable. 3 

Because mobile-home parks specifically designed for elderly families require 
community, recreation, and first-aid facilities not ordinarily required for regular 
parks, we believe that mortgage insurance should be based upon replacement 
cost rather than value. This we understand is the reason for the Administration’s 
proposal that section 207 (apartments) be based on replacement cost instead of 
value where the units are designed for elderly families. 

For the same reason, that statutory maximum per space and per total mortgage 
should be increased to $1,250 per space and $375,000 per mortgage. 

In conclusion, we urge the committee to consider the mobile home as a proven 
source of adequate low-cost housing for elderly families. No Government-assisted 
program directed to the problem of housing for the aged can succeed without a 
full appreciation of the housing potential of the country, and with respect to 


that potential the mobile home has earned its place in our economy and in our 
social structure. 


STATEMENTS OF RALPH KAUL, CONSULTANT, AND OF JOHN O’CONOR, EXECUTIVE 
DrrRecTtoR OF THE TRAILER CoacH ASSOCIATION OF Los ANGELES, CALIF. 


Mr. Chairman and members of the subcommittee, my name is Ralph Kaul 
and I am president of the Kaul Co., 1025 Connecticut Avenue, Washington, D. C., 
which advises and represents the Trailer Coach Association, 607 South Hobart 
Boulevard, Los Angeles, Calif., on matters of national interest and legislation. 
The Trailer Coach Association represents all segments of the industry—manu- 
facturers, suppliers, dealers and park operators—mainly in 11 Western States. 

The Trailer Coach Association and the Mobilhome Dealers National Associa- 
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tion represent the vast majority of the industry that sells mobile homes to elderly 
people and provides the parks in which they live. We concur strongly in the 
statement to this subcommittee of A. Lee Painter of MDNA that the mobile home 
is particularly well adapted to house elderly people and that their needs will 
be served if FHA will encourage mobile home parks under FHA section 207 of 
the National Housing Act. 

Although nearly a year has passed, there have been no trailer parks built under 
FHA mortgage insurance. We feel that this disappointing result can be attributed 
to the too stringent requirements of FHA, particularly the requirement for 2,800 
to 3,000 square feet of space per trailer space. We believe that this requirement 
should be reduced to 1,800 to 2,400 square feet per space with an average of not 
more than 2,000 square feet, particularly in areas such as California where the 
cost of suitable trailer park land is high. 

If the construction of good quality trailer parks was encouraged in accordance 
with the purposes of the National Housing Act, we believe that it will be a 
boon to the problem of housing for elderly people. Mobile homes and mobile 
home parks are presently an important housing resource for elderly people. 
Additional parks are needed and can, in our judgment, be provided if FHA regu- 
lations are modified to meet the realities of the mobile home park business. 

Mr. John O’Conor, the executive director of Trailer Coach Association, was 
unable to appear before the subcommittee due to illness. I would like to sub- 
mit, therefore, a statement from him on the FHA trailer park regulations and 
how, in the opinion of the association, they should be modified. He has com- 
municated this information to the Federal Housing Administrator. Mr. O’Conor’s 
statement is as follows: 

“We are convinced that FHA trailer park regulations will in no way benefit 
the trailer park industry in California and certain other areas on the Pacific 
coast. Our principal objection is to the qualification that 20 percent of the 
trailer spaces be a minimum of 2,400 square feet and that 80 percent be a mini- 
mum of 3,000 square feet. We have spent considerable time in analyzing the 
construction, land costs, and operating statements of a large number of parks 
now operating in California. From these figures we have prepared a statement 
of costs, income, and expenses for a park we would consider typical of the type 
we had hoped could be built with FHA assistance. A copy of this analysis is 
enclosed. 

“The study clearly reveals that a park designed in accordance with the FHA 
space requirements would be economically unsound. The main difference be- 
tween TCA and FHA cost figures is in the land cost. That, however, is a fact 
which cannot be denied if we are to locate trailer parks within any reasonable 
distance of centers of employment. 

“In connection with construction costs, it should be borne in mind that the 
per acre cost of a trailer park is far greater than that of a housing tract because 
there is a greater amount of roadways, curbing, walks, utility installations and 
utility buildings. 

“We are at a complete loss to understand why it is felt that 3,000 square feet 
is a desirable lot size in view of the following considerations : 

“1. The United States Public Health Service, after a careful study of trailer 
parks, has established that from a health standpoint an area of 1,200 square feet 
per trailer is adequate for health and privacy. To the best of our knowledge, 
the health department of no State requires a larger space than this. 

“2. The people who live in trailers do not want the care of spaces of this size, 
elderly people especially, and they would be considered undesirable. Our asso- 
ciation, within the past several years, has employed the services of both Booz, 
Allen & Hamilton, a nationally known business research firm, and the Stanford 
Research Institute, to conduct motivation studies as to why people live in trailers. 
Both studies reveal that one of the prime reasons is to get away from the respon- 
sibility of caring for a home and garden. This is also the reasons why many 
people choose to live in apartments rather than homes. The fact should be 
borne in mind that most people who have been living in trailers have moved 
= homes to trailers because they like the freedom which the trailer affords 

em. 

“3. Actually the space requirement in itself would make a loan upon such a 
venture unsound. It would place an impossible financial burden on the owner 
which could not be met from operating profits. ; 

“While our problem may not be typical of the rest of the country, it should 
be borne in mind that over one-fourth of the trailer parks in the country are 
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in the State of California. Consequently, it is of national significance. We 
cannot help but feel that regulations as now written not only defeat the intent 
of Congress insofar as California is concerned but also defeat the very purpose 
of trailer living. 

“FHA has informed us that if the regulations were found to be unworkable 
in California, they could and would be changed. We believe we have presented 
convincing evidence to the effect that they are unworkable and are requesting 
that the space requirements be modified to provide that the minimum space 
requirements be on a graduating scale from 1,800 square feet to a top of 2,400 
square feet.” 


Detailed figures on typical trailer parks are as follows: 


Park A 


Space size, 1,500 square feet : 15 per acre. 
Land, 10 acres, at $8,000: $80,000. 
Spaces: 150. 

Improvements : $1,350 per space. 

Rent : $35 per month. 


Total park 
$80, 000 
202, 500 


282, 500 
150, 000 


132, 500 
10-year amortization: 
Gross income (150 (7 percent) times $35; 4,900 times 12) 


58, 800 
Operating expense (150 times 15 times 12) 


27, 000 
Operating profit 31, 800 

Interest on capital (6 percent times 132,500) 

Payments on mortgage (10.74 times 12 times 150) 27, 300 129 


4, 500 
15-year amortization: 
CIEE TIE, c's crn comms wo Gated abteeichcgiaeia tana ieeibaie cena sd 
Interest on capital (6 percent times 132,500) $7, 950 
Payments on mortgage (8 times 12 times 150) 


31, 800 


Operating profit, 11.3 percent. 
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Park B 


Space size, 2,400 square feet : 12 per acre. 
Land, 10 acres, at $8,000 : $80,000. 
Spaces : 120. 

Improvements : $1,350 per space. 

Rent : $35 per month. 


Total park Per space 


$80, 000 $667 
162, 000 1, 350 


242, 000 2,017 
120, 000 1, 000 


122, 000 1,017 


10-year amortization: 
Operating income (120 (7 percent) times 35 times 12) 47, 292 394 
Operating cost (120 times 15 times 12) 21, 600 180 


Operating profit 214 
Interest on capital (6 percent times 122,000) 
Payments on mortgage (10.47 times 12 times 120) 


190 


15-year amortization: 
Operating profit 
Interest on capital (6 percent times 122,000) 
Payments on mortgage (8 times 12 times 120) 


Operating profit, 10.58 percent. " 


Space size: 3,000 square feet. 
Land, 10 acres, at $8,000: $80,000. 
Spaces: 100. 

Improvements: $1,350 per space. 
Rent: $35 per month. 


Total park Per space 
$800 
1, 350 


10-year amortization: 
Operating income (100 (7 percent) times 35 times 12) 
Operating costs (100 times 15 times 12) 


Operating profit 


Interest on capital (6 percent times 115,000) 
Payments on mortgage (10.74 times 12 times 100) 
alance (deficit)....... aie: 
15-year amortization: 
Operating profit 
Interest on capital (6 percent times 115,000) 
Payments on mortgage (8 times 12 times 100 
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Trailer park, 8 acres, at $10,000 per acre 


Standards: 
Units per acre 
Land cost per unit 
Improvement costs per unit 
Total costs of park 
Rentals per unit per month 
Rentals per unit per year 
Gross per year, less 10 percent vacancy factor 
Overhead per year 
Net profit 
Percent on investment 


Income: 


Electricity 
Washing machines 
Expense monthly : 


Licenses, county and city 
Electricity 
Miscellaneous 


GOON... h Dirviie wsenieidh 2 cin tcecharhsahtieeeiajtasisnelicdiphaadicdiesaaiiniccuedicldlaeoante dae 
Telephone 

Cleaning supplies 

Repairs and replacements 

Insurance 

Depreciation (20 years) 

Labor and social security 

BO reicicinivcaciactinaeiastaninssinscintiipaaiistpieciainsiapieniaia iceland 


Senator Sparkman. Next is Mr. Robert Sipprell and Mr. John 
Searles. You gentlemen represent the National iation of Hous- 
ing and Redevelopment Officials. It that not correct? 

Mr. Supprecy. That is correct, Mr. Chairman. 

Senator Sparkman. Please identify yourselves for the reporter 
and then proceed in your own way. 


STATEMENTS OF ROBERT D. SIPPRELL, PRESIDENT; JOHN R. 
SEARLES, JR., CHAIRMAN OF THE REDEVELOPMENT SECTION; 
AND JOHN D. LANGE, EXECUTIVE DIRECTOR, NATIONAL ASSO- 
CIATION OF HOUSING AND REDEVELOPMENT OFFICIALS 


Mr. Steprett. My name is Robert D. Sipprell. I am appearing as 
president of the National Association of Housing and Redevelopment 
Officials. I am also the executive director of the Buffalo Municipal 
Housing Authority of Buffalo, N. Y. 

I have with me today Mr. John R. Searles, Jr., who is here in his 
capacity as chairman of the association’s redevelopment section. He is 
also in a professional position of executive director of the District of 
Columbia Redevelopment Land Agency. He is here to answer any 
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specific questions you may have on the urban redevelopment or urban 
renewal programs. 

Also I have with me Mr. John Lange, who is the executive director 
of our association. 

The National Association of Housing and Redevelopment Officials 
is a private, nonprofit professional association of citizens and local 
public officials interested in the improvement of public administrative 
practice in housing, eEeennes and community renewal and in the 
achievement of a healthful living environment for every American 
family. 

The members of our organization are, largely, those who are ad- 
ministering the public housing and urban renewal programs in cities 
throughout the United States. They are concerned with all of the 
problems of planning, financing, building, managing, and regulating 
housing for low-income families and, under the urban renewal pro- 
gram, with slum clearance, housing rehabilitation, neighborhood con- 
servation, and enforcement of housing standards laws. 

This association and its membership has a very real interest in the 
several bills before this committee since they all include provisions 
which affect the manner in which we can carry out our local programs 
and fulfill the objectives of national housing policy as set forth in the 
Housing Act of 1949. Our testimony is based on more than 20 years 
of experience in this field. 

Perhaps the most important single area of concern to us at this time 
is the matter of Federal-local relations in the housing field. We feel 
this subject should also be of grave concern to the Congress. 

At the annual conference of the association held in Cleveland last 
October, our membership went on record through a formal resolution 
protesting-— 
the accelerating trend toward Federal domination of local public housing and 
renewal programs. 

I am submitting the full text of this resolution as an appendix to this 
testimony. 

It is notable that the Federal-local difficulties outlined in our 
NAHRO resolution were also revealed by the on-the-spot examina- 
tions of the Housing Subcommittee of the House Banking and Cur- 
rency Committee during this past fall and winter. These observa- 
tions stem largely from an examination of local urban renewal oper- 
ations but, from our experience, have equal validity in the public 
housing field. 

I should like to quote from the subcommittee report : 

The subcommittee recognizes that orderly procedures and safeguards are 
essential. But it is greatly concerned over the weight of testimony to the effect 
that Washington personnel have attempted to exercise bureaucratic controls over 
local operations to an excessive degree * * *. The subcommittee gained the 
strong impression that the Washington agencies have leaned too far in attempt- 
ing to spell out the minute specifics for each locality, rather than more properly 
confining their role to overall program objectives and guidelines. The sub- 
committee strongly urges, therefore, that responsible Federal officials expose 
themselves and their procedures to a rigorous self-analysis * * *. The vast 
magnitude and momentous challenge of the urban-renewal and slum-clearance 


program must be met and any sabotage or hampering of that program, willful or 
negligent, by administering officials will not be tolerated by the Congress * * *. 
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That was taken verbatim from the subcommittee report. 

These are strong words, but we must say that we share with the 
subcommittee its strong feelings on this matter. While we recognize 
that any program of Federal assistance requires regulations, reports, 
and proper checks and audits, it is our sincere belief that Federal 
agencies have gone beyond these points. 

We particularly are discouraged by Federal insistence on detailed 
supervision of local programs, entangled procedures and small regard 
for local initiative and enthusiasm. A1] of these matters taken together 
have placed a virtually impossible burden on local agencies trying to 
move forward on public housing and urban renewal programs. 

With all of the difficult problems facing us, we need now, more than 
ever, a sense of partnership between Federal and local agencies and a 
mutual eagerness to move projects along quickly and effectively. 

Putting it even more strongly, unless this roadblock is removed, it 
is doubtful if the very challenging and essential housing program en- 
acted by the Congress can ever be achieved. 

An examination of the “declaration of national housing policy” con- 
tained in the Housing Act of 1949 shows clearly that it was the intent 
of Congress that these programs be locally oriented. This is further 
borne out by the legislative testimony accompanying the adoption of 
the Housing Acts of 1937 and 1949. The more recent statements by 
the Housing Subcommittee of the House Committee on Banking and 
Currency lend further weight to this position. 

We believe that the most effective way to bring about the “rigorous 
self-analysis” proposed for Federal agencies by the subcommittee is 
for such review and evaluation to be carried out under a definite policy 
laid down by the Congress for the guidance of administrative agencies. 
The Congress should make it unmistakably clear that it is its intent 
to recognize and support the American tradition of local autonomy, 
and that it believes in local initiative and responsibility, particularly 
in matters which affect so closely local development and well-being as 
housing and urban renewal. 

It is our hope and request that Congress will restate its position b 
strengthening and rewording the “declaration of national housing pol- 
icy” contained in the Housing Act of 1949. 

We hope that this committee will review carefully the resolution on 
Federal-local relations passed by our association as well as the report 
of the Housing Subcommittee referred to above. Should this com- 
mittee accept the need for reaffirming the position of local responsi- 
bility, our association would be pleased to submit detailed suggestions, 
particularly on technical matters, in regard to revising the 1949 policy 
statement. 

PUBLIC HOUSING 


There are five points with reference to the public housing pro 
itself, covered in proposed legislation, on which we ak like to 
present our particular views. 

(1) Number of units: At the annual conference of our association 
in October 1955, the membership approved a resolution recommending 
that the public housing program be set on an annual level of 10 percent 
of total national housing production. While we consider this per- 
centage essential under current conditions, it is also our recommenda- 
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tion that the President be authorized to change this percentage in the 
event of any marked shift in the national economic picture. 

This recommendation is not an arbitrary one. It recognizes the ex- 
tent of the need for public housing and places proper emphasis on mak- 
ing the program a continuing stable function, instead of a hand-to- 
mouth operation. f ou : 

Since 1950, local srnene authorities and the Public Housing Ad- 
ministration have operated on authorizations for a single year’s pro- 
gram ranging from a high of 50,000 units in 1951 to a low of 20,000 
units in 1953. We do not believe we need to tell this committee the 
difficulty involved in apeae a program where the future is un- 
known and uncertain. <A local housing authority needs from 2 to 3 
years to carry a public housing project from planning and site selec- 
tion to construction and operation. 

With public housing units allotted by the Congress on a year-to-year 
basis, it is practically impossible for an authority to make commit- 
ments for a local housing project and be assured that this work will 
not be in vain. 

Again, it is difficult to properly establish a plan to meet local needs, 
without some evidence of a continuing program on the Federal level. 

We strongly urge the adoption of the 10 percent formula based on 
total housing production on a continuing basis, subject to the Presi- 
dent’s discretion in case of a shift in the Nation’s nuns 


(2) Workable program: We reaflirm the position ta en by this 


association last year on this question. While we orye od support the 
basic theory of the workable Spogremn we do not be 


ieve that it is 
realistic or practical to ri < its full enforcement at this time. Most 
of the elements of a workable program require many months to initiate 
and years to achieve. 

As an example, a community with a minimum housing standards 
code may well take 2 years to draft, adopt and put such a code in 
operation. Should walk a community be restrained from establishing 
a public housing program, while it is making substantial progress on 
this code? In a broader sense, should the public housing program be 
halted until cities can fulfill all the time-consuming and difficult steps 
involved in a completed workable program ? 

It is our belief that the need of low-income families for public hous- 
ing is too urgent in some communities to countenance such a delay. 

t is our further position that the key concern of the workable pro- 
gram concept in its early stages is to see that a community has a serious 
intent to fulfill the requirements and is making substantial progress 
toward this goal. 

Any other position at this time we feel will hamstring and cripple 
the efforts of many deserving communities to improve their housing 
“Wee te th d in 8. 3302 

or these reasons, we 0 e proposition contained in S. 3: 
that the com: erica a a te rete be made mandatory before 
any new public housing units may be authorized. 

3) Special provisions for the aqua There are several proposals 
before this committee regarding public housing for the aged, and each 
contains features which we support. Our recommendations are: 

(a) That the definition of family be enlarged to include single 
persons 60 or more years of age; 


75333—56——_24 
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(6) That first occupancy priority be given to the aged up to 10 
percent of new units and up to 10 percent of vacancies in existing 
units; 

(c) That the per-room construction cost limit for th 
raised to $2,250; _— 

(d) That the rule requiring residence in substandard housing 
for admission into public housing be waived in the case of the 


aged. 
_ The above recommendations are based on careful thought and con- 
sideration, and on the experience with aged families now living in 
public housing. They are also in recognition of the greater number 
of aging in our communities and their increased demand for decent 
and sanitary housing, where they can maintain their health and 
independence. 

I might say as an aside here, Mr. Chairman, that the difficulty with 
the aged couples as we have found it in our local communities is where 
the aged couple has reached a stage of retirement and is now living 
on pensions or social security. Many find it very difficult to continue 
to maintain the larger quarters they have lived in for many years. 
The reduced income puts them in a difficult position. 

Under the present law we cannot offer them assistance in public 
housing because of the standard housing requirement. We therefore 
think that, just as was done for veterans some time ago, that with 
respect to the aged there ought to be a waiver and they be permitted 
to take them on a financial-hardship basis. 

(4) Minimum standards: We would like to state our particular 
support of section 103 in the Lehman bill giving local agencies the 
maximum amount of discretion with respect to the size, type of dwell- 
ings, design and densities in public housing projects. 

(5) Restrictive amendments: We support the striking of the restric- 
tive amendments that have been added to the public housing bill during 
the past several years, such as now is proposed in the Lehman bill. 

That is the end of our statement with regard to public housing. As 
I present a very brief statement as to the urban renewal and urban 
redevelopment program, we have with us some pictures and charts 
that perhaps the members of the committee would like to see showing 
visually some of the real accomplishments in this program in a typical 
city, the city of Norfolk. 

Senator Lenman. Do you want to be interrupted at the end of each 
category, or do you wish to wait? 

Mr. Srepreti. That is quite all right. 

Senator LenMman. I have just one question to ask. 

Mr. Sreprett. Yes, Senator. 

Senator Lenman. During the testimony last week, Mr. Cole stated 
that 35,000 public housing units a year, which is the amount that he 
recommends, that the Administration recommends, was the amount 
of public housing which the Administration felt would meet the de- 
mand for public housing from our cities. What information do you 
have, if you can tell me, with regard to the need and demand for public 
housing from the various communities? ; 

Mr. Sreprett. Senator, I would not have any specific figures on the 
number of units that might be contained in applications to the Federal 
agency, and I do not know the background of Mr. Cole’s statement. 
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But I would say this: That the need for’public housing is extensive 
in many communities across this country. 

I might also say that the emphasis we have given in this statement 
to local initiative and local responsibility and the growing invasion of 
local decisions by the Federal agency has had an effect on the requests 
for public housing units in communities. The Federal agency I think 
by some of its administrative practices has discouraged, actually, the 
request for further public housing in communities where it is really 
needed. 

I think that the two things go together. The Federal agency may 
feel there is no further demand than the 35,000 units. But I am sure 
that if we were to poll the members of our association who are the ac- 
tual workers in local communities you would find the demand con- 
siderably in excess of that. 

Senator Lenman. I am sure you understand that the 35,000 units 
which are recommended now by the Administration would not be 
enough even to care for the number of people who are being dis- 
possessed through the urban redevelopment and slum clearance, leav- 
ing no public housing at all for the general use of the people who are 
in need of public housing. 

Mr. Sreprety. That is correct. 

Senator Capenart. Mr. Chairman, when Mr. Owen Kane, legisla- 
tive attorney for the Comptroller General of the General Accounting 
Office, testified here a couple of days ago he recommended tightening 
up the Federal controls over public housing. You are recommending 
that they be limbered up or liberalized, are you not ? 

Mr. Stpprety. Yes, we are very definitely, Senator. 

Senator Capemart. Were you familiar with Mr. Kane’s testimony ? 

Mr. Srpprett. No,I am not. I have not seen it. 

Senator Careuarr. He says this: 


This week we sent to the Commissioner of the Urban Renewal Administra- 
tion our report on Review of Slum Clearance Activities of Local Public Agencies 
under title I of the Housing Act of 1949. The weaknesses and deficiencies in 
LPA project operations pointed out in the report primarily concern (1) the 
method used to determine project eligibility, (2) the manner in which appraisal 
and option negotiation work is contracted for and the fees paid appraisers and 
option negotiators, (3) the failure of LPA’s to collect rents from site tenants 
and to adequately protect site buildings from vandals, and (4) the manner in 
which relocation programs are planned and executed. 

Do you think those statements were justified ? 

Mr. Srepretyi. Well, gentlemen, I do not know the background of 
those statements or what specific facts the gentleman may have had. 
However,—— 

Senator Carprnart. They are supposed to have gone out and per- 
sonally checked a number—— 

Senator SparkMAN. May I interject a thought there? 

Senator Capenarr. Yes. ’ : 

Senator SparkMAN. That had to do with the slum clearance, I think, 
rather than with the housing projects themselves. Do I understand 
that you limit your statements to the control of public housing? 

Mr. Strpreti. No, not necessarily, Senator. r statement is one 
from the association, and the association has both programs. 

Senator SparkMAN. It relates to both housing and slum clearance?. 

Mr. Srepreti. That is correct. 
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Senator Carenart. He goes on further and says: 


We realize that the apparently inadequate planning and many of the deficien- 
cies we encountered resulted from latitudes granted in getting the entire slum- 
clearance program started. However, the program has now reached a point 
where serious consideration should be given by URA to tightening controls over 
the projects by the establishment of firm guide lines. 

Mr. Srperrevst. Well, all I can say to that, Senator, is this: That 
our experience with the Public Housing Administration in Washing- 
ton and to some extent with the Urban Renewal Administration has 
been that the continual tightening of controls and directives from 
the Federal level have caused a great deal of confusion with the local 
agencies. 

I am sure that in this program, when its very objective is to im- 
prove conditions in the local community, everyone would agree a good 
many decisions should be left to the local community as to how they 
want to redevelop and rebuild their neighborhoods. The kind of maze 
of rules and regulations that are issued constantly from the Federal 
agencies themselves cause the tripping up of the local community offi- 
cials because there are so many things to follow it is so difficult to 
keep track of them. 

I know the statement you are reading from obviously has to do with 
the Urban Renewal Administration and not the Public Housing Ad- 
ministration, although they are perhaps both involved. 

Senator Careuart. I think it has to do with both, because he talks 
about collecting rents from site tenants and adequately protecting site 
buildings from vandals. That has to do with public te itself. 

Mr. Sreprett. Perhaps Mr. Searles would like to make some com- 
ment on that as representing an urban renewal agency. 

Senator Caprnartr. Do you think these statements are justified? 

Mr. Seartes. Well, sir, I really don’t, no. 

Senator Carenart. Do you think it is the exception rather than the 
rule? Do you think they are talking about the exception rather than 
the rule? 

Mr. Seartes. Yes, sir. I certainly do feel they are talking about 
the exception rather than the rule. e four points mentioned are all 
problems that face urban renewal agencies and with which in this 
phase of the program I believe both local agencies and the Federal 
agency are struggling. 

On project eligibility there have been difficulties that I believe we 
have mentioned. Agencies are required to come forward and show 
the eligibility of a project and a great deal about it before they receive 
an advance and before they are able to do adequate planning. 

I was going to discuss that a little later after Mr. Sipprell, but there 
is an administrative problem which occurs there which I ean see 
would confuse the General Accounting Office. 

We, as an association, have been working with the agency to get a 
uniform basis for fees for negotiators and appraisers, a that we 
have not come to agreement on yet, but I am sure something there ean 
be worked out. 

As for rents to be collected from site tenants and the protection of 
the housing that has been acquired, that is a very special problem and 
I believe deserves some investigation. Actually, the collection of rents 
involves an administrative expense which, if a rapid relocation pro- 
gram, a good relocation program is under way, is in excess of the 
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rents themselves. In other words, it costs more to collect them than 
you can collect. 

~ So you have quite a question there as to how far you want to account 
for those rents from slum houses where the slum houses have been 
paying by the week, by 10 days, and by the month. It isa mess. To 
collect a month’s rent on that basis from someone who has been living 
hit or miss in a slum can be an administrative problem of great 

ifficulty. 

’ We at been working very hard on those procedures here in 
Washington, and it is a tough one. But to get it right will probably 
cost far more than the rents that could be collected. 

On relocation, our association has developed policies on that. We 
are trying to bring up the standards all over the country. We believe 
that, while some of the communities may not have been quite up to par 
and we do feel they should be improved, many of them are being im- 
proved by efforts at the local level itself. 

Mr. Stppre.ty. Senator, I would like to say—— 

Senator Carenart. Do you know how many vacancies there are at 
the moment in public housing? 

Mr. Srpprett. No, I do not. We would be happy to get those figures 
and submit them. 

Mr. Laneg. I think the overall percentage is about 2 percent. 

Senator Capenart. About 2 percent ? 

Mr. Lanoe. General vacancies. There are isolated conditions where 
it runs a little higher than that because of change of major industry, 
employment, and so forth. 

Mr. Sreprett. That would vary considerably from community to 
community depending on local conditions. 

I would like to say, Senator, that we would be happy to review 
the statement that I believe you were quoting from and give you some 
facts on the matter. 

Senator Capenart. They testified here 2 or 3 days ago, and I just 
wondered what your comments were. 

Mr. Srpprect. We would not have any way of knowing whether they 
were talking about some particular community or talking about a 
general condition. 

Senator Carrnart. I gather they went out and investigated some 
specific cases, did they not, Mr. Chairman? 

Senator Sparkman. I think he says that in there, does he not? 

Senator Carenart. Yes. He does not name them though. Why 
don’t we ask him where they are? 

Senator Sparkman. You have not actually read the statement in 
toto, have you ? 

Mr. Stepreti. My presentation ? 

Senator Sparkman. No—— 

Mr. Swrretu. This one? 

Senator SparKMAN, Yes. 

Mr. Srepretn. No. I have not seen it. 

Senator Capenart. We should ask the General Accounting Office 
to give us the projects they investigated. 

nator SPARKMAN, y not-follow this procedure: Ask you gen- 
tlemen to read that statement and then give us a memorandum that 
can be placed here giving your comments. 

Mr. Steprety. We would be happy todo that. 
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(The following was received with reference to the above :) 


NATIONAL ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS, 


Chicago, Ill., April 4, 1956 
Hon. Joun J. SPARKMAN, r FEM & F056. 


United States Senate, Washington, D. C. 


Deak SenatorR SPARKMAN: As you will recall, when our association presented 
its testimony to the Subcommittee on Housing on Monday, March 26, excerpts 
from testimony submitted by the Office of the Comptroller General were read to 
us by Senator Capehart, who invited our comment. 

We had not, at that time, however, read the complete statement and there- 
fore requested that we be allowed to make a detailed review and submit our 
comments later. 

We have completed our review of the statement presented by Mr. Owen A. 
Kane and are submitting herewith our comments limited to the part referring 
to the report on the Review of Slum Clearance Activities of Local Public Agencies, 

At the outset we should like to make it very clear this brief is in no way in- 
tended to be critical of the function that the GAO performs on behalf of the 
Congress ; nor in presenting it are we questioning the desirability of continuous 
congressional surveillance by the GAO over the execution of the several Federal 
housing programs. 

The GAO’s function is an extremely important one, in our view, since, as an 
agent of Congress, its comments on administrative programs are unquestionably 
given considerable weight by the Congress in evaluating the merits and effective- 
ness of existing and proposed legislation. 

We feel that administrative audits must be made in terms of measuring the 
degree to which the program’s objectives are being met and this can best be 
accomplished by complete and thorough analysis of program functions made by 
personnel intimately familiar with the complexities and operating environments 
of the programs being audited. 

It is our impression that several of the conclusions contained in Mr. Kane’s 
statement are based upon limited evidences of local derelictions. These, in our 
opinion, are hardly substantive enough to warrant the Congress to order, through 
legislation, or the HHFA to promulgate through administrative orders, further 
detailed regulation. 

The desirability of any recommendation, especially one which relates to “tight- 
ening controls” must be measured in terms of its impact upon the program’s oper- 
ations as a whole. 

We do not question the desirability of administrative controls which are aimed 
at precluding unwarranted expenditures of both Federal and local moneys in 
carrying out a program, or which requires the local agency to keep adequate and 
accessible records. We submit, however, that no governmental program can be 
administered perfectly and every additional administrative check or contro! 
leveled at a local agency, in effect, makes it more difficult for that agency to 
operate. The cumulative effect of a series of administrative checks or regula- 
tions on the local public agency’s workload is frequently considerable and the 
value of any further control must be measured both in terms of the extent to 
which it will precent recurrence of a limited flaw in the opeation, and in terms 
of determining that the cost of administering the control is not greater than 
the savings resulting from its application. 

The improvement of housing conditions is a broad goal which can only be 
achieved over a long period through a wide range of approaches by the localities. 
The program is young and needs freedom to experiment in determining how the 
total problem can be most effectively handled. 

By and large, we are convinced that the local and Federal officials adminis- 
tering this program recognize the vast dimension of the problem. They are 
responsible and competent and are consciously seeking the best possible ways 
of meeting the will of the Congress. We are strongly convinced that the 
of urban renewal can work best with a minimum degree of Federal control 
through the mutual cooperation and trust of both Federal and local officials. 


Sincerely yours, 
Roserr D. Srppretx, President. 
Senator SparKMAN. In the meantime we can ask the staff to con- 
tact—— 
Senator Carrnarr. Ask the staff to contact the General Accounting 
Office and give us the names of the projects they did investigate. 
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(The list requested follows :) 


Listing of cities visited and projects reviewed by GAO as listed in its report, 
dated August 1955, on review of slum-clearance activities of local public 
agencies under title I of Housing Act of 1949 


City Project Date visited—1955 


. Somerville, Mass: UR Mass. 8-1........| Linwood Joy July. 
. Provitence, R. L: 
UR R.L. 1-1 Wet’ Bit i665 o's < Fetks § <6cb ozs Do. 
Willard Center No, 1..........-- Do. 

Willard Center No. 2..........-- Do. 


URN. J. G Do. 
URN. J. 2- Do. 
. Perth Amboy N. J.: 
URN.J.1 Do. 
hiciewed . Do. 
5. Chester, I onthe giegcey , ) June and July. 
6. Norfolk, Va.: UR Va. 1-1 Redevelopment project No. 1-_ -- Do. 
7. Knoxvi le, Tenn.: UR Tenn. 3-2___....| Riverfront-Willow Street__..... | June. 
8, Nashville, Tenn.: UR Tenn. 2-1 Capito] Hill July. 
9. Birmingham, Ala.: UR Medical Center Do. 
10. Little Rock, Ark.: 
JRA Central Area (Dunbar) June and July. 
Granite Mountain Do. 
il. Kansas City, Mo.: 


UR Mo. 3-1 Do. 
Do. 
12. Do. 


13. & 
i Do. 
UR Minn, 1-2 oe Do. 
14. Detroit, Mich.: UR Mich. 1-1 ..--| June, July, and August. 
15. Cleveland, Ohio: UR Ohio 6-1 Lo ood June and July. 





Senator Sparkman. Allright. Proceed. 

Mr. Sreprety. On the urban redevelopment and urban renewal pro- 
grams, these two programs have advanced since 1949 to a point where 
we can visualize that the benefits to our cities will be even greater than 
we had thought possible. But the rate of progress on actual redevelop- 
ment projects has been disproportionately slow in relation to the need 
for, and the promise of, the program. To some extent this pace is due 
to the mass of paperwork and the high number of administrative 
hurdles that are placed in the path of local governmental agencies in 
the renewal field. 

At this point, I would like to state that the American City magazine 
printed an article in March of 1956, just this month, in which they 
made a brief study of this administrative difficulty and paperwork in 
local renewal agencies, and if the members of the committee would 
like copies of that statement or for the record, we would be happy to 
make it available to you. 

Senator Sparkman. Thank you. We would be glad to have them. 

(The article referred to follows :) 


(The American City, March 1956] 


SURVEYING THE Barriers TO LOCAL REDEVELOPMENT PROGRESS—REDEVELOPMENT 
OFFICIALS LIKE FrepEeRAL Alps But Rate GOVERNMENT TaPe AS THEIR HIGHEST 
HURDLE IN CLEANING Up Looat SLUMS 


By Morris D. Smith, staff member, 
Los Angeles Regional Planning Commission 


The chances are roughly 50-50 that the redevelopment director in your com- 
munity is not happy about the progress being made in cleaning up your town’s 
congested and blighted areas. 





364 HOUSING AMENDMENTS OF 1956 


This is one of the facts that have emerged from a recent survey conducted 
among local redevelopment officials throughout the country. While neither q 
good score nor an outright condemnation of the Nation’s urban renewal program, 
this dissatisfaction and the reasons for it need examination and counteraction 
before they can translate themselves into an apathy that could jeopardize the 
future of the renewal program—a program that places the initiative—and thus 
the responsibility for its success—on the shoulders of local officials. 


DETAILS OF SURVEY 


The survey, to which 62 percent of the Nation’s redevelopment directors re- 
sponded, was mailed out in 1955. In makeup, the questionnaire had two distinct 
parts. 

The first listed 19 general areas that might be considered barriers to local 
redevelopment progress. The local directors were asked to rate the degree of 
difficulty that each problem posed to his own program. A rating scale that ran 
from “negligible” difficulty through “considerable” difficulty to “insuperable” 
difficulty was used by the answering directors. 

The second part of the questionnaire sought information that would in some 
eases check the feelings developed in the first section and in others draw out 
a greater measure of personal expression about both problem areas and other 
matters of general interest. Here is a summary of the results of the survey. 

Interminable amounts of paperwork, relocation difficulties, and difficulties in 
creating public support for local renewal activities are the hometown redevelop- 
ment official’s big problems. He feels that finding and hiring sufficiently trained 
personnel is only a moderate problem (though as each month goes by he prob- 
ably rates it as a more and more severe difficulty. ) 

He now feels that the limitations and weaknesses in his State’s redevelopment 
laws hold up his progress only moderately. But a year or so before, the chances 
were good that he or one of his brethren was embroiled in a court battle testing 
the constitutionality of his State’s redevelopment legislation. The fact that his 
city’s planning commission can’t help him as much as he’d like with master 
plans and research isn’t too serious a problem in his view. 

Again and again, however, the specter of procedural problems and the necessity 
to conform to highly complex requirements set down by Washington loom in 
his mind as the big stumbling blocks. 

He rates the paperwork involved in the title I program as his number one 
problem * * *, a considerable one, he says. Later in the survey he scores the 
development of a workable program as a moderate to considerable problem, and 
finally he describes exhaustive project procedures as another moderate to con- 
siderable problem. 


How THE LOCAL OFFICIAL FEELS 


It is evident that all contribute to a feeling on the part of the redevelopment 
official of being burdened by too much paper shuffling and too little real action 
on the congested and blighted areas he hopes to see replaced as quickly as possible. 

One redevelopment official put his feelings in this regard fairly bluntly when 
he volunteered this comment: 

“We progressed under the 1949 act when slum clearance was new and the 
* * * Federal agency was anxious to proceed. After several years, the agency 
has become established, and bureaucracy rules. New redtape procedures are born 
daily and, in my opinion, this will ultimately destroy effective slum clearance 
with Federal aid.” 


PAPERWORK—THE BIG BUGABOO 


The redevelopment director is relatively certain that the paperwork and 
procedural problems are not of his own making. For he says that he has had 
little trouble in developing good operating routines in his own office. Further- 
more, getting cooperation from the other departments in his hometown govern- 
ment has not been particularly difficult. Thus paperwork emerges clearly as the 
big bugaboo. 

It isn’t the only significant problem area, however. The redevelopment director 
rates finding acceptable housing for families displaced by projects that are in the 
demolition stage as his second worse difficulty. 

With few exceptions, he emphasizes his belief that a relocation program cannot 
be accomplished satisfactorily without the availability of a local public housing 
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supply. In his experience, a mean of 30 percent of the families who must be 
displaced from redevelopment sites have to be rehoused in public projects. 

He says, also, that the relocation problem is complicated by finding ways to 
establish good relations with site owners and occupants, and, once this is done, 
by overcoming their resistance to any changes in the areas to be improved. 

“The enemies of his redevelopment program he identifies primarily as the owners 
of substandard property, real estate boards, and the residents and businesses 
that are site occupants. Sometimes elective officials, chambers of commerce, and 
home builders join the antiredevelopment camp. 

The third highest ranking problem area in the director’s mind concerns the 
creation of public understanding and support for his program of blight elimina- 
tion. He says he has a generally moderate, though in some cases considerable, 
problem coping with the vociferous groups that insist on fix-up-paint-up cam- 
paigns as the solution to in-city decay problems. In this regard, the directors 
report that somewhere in the vicinity of 25 to 30 percent of the urban renewal 
needs of their cities will have to be handled, using site clearance and areawide 
rebuilding techniques. 

Conservation and rehabilitation, they report, will not be sufficient to cure the 
seriousness of the blight and decay in such instances. 

Surprisingly, financing is not a serious problem in the minds of the redevelop- 
ment officials. They rate as only “moderate” the difficulties they have in con- 
vincing local councilmen to commit their city or town to the financial requirements 
of the Federal urban renewal laws. When bond issues for redevelopment pur- 
poses were up for approval, the box scores showed that close to 80 percent were 
O. K.’d. 

Quite aside from any feelings that financial problems may create some barriers 
to his progress, the local redevelopment official believes that 3 to 5 percent of 
his city’s annual budget should be earmarked for the redevelopment program. 
He would be the first, however, to warn others that any rules of thumb based 
on this belief would have to be used gingerly, especially in the smaller cities 
where redevelopment necessarily may be more costly for several years but en- 
tirely nil later on. 
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LAND ACQUISITION—MINOR PROBLEM 


Land acquisition—the insuperable barrier to redevelopment before 1949—has 
dwindled to a relatively minor problem, the officials say. They rate lengthy 
or complicated eminent-domain proceedings as only a negligible to moderate 
problem. They report that a median of 15 percent of their land acquisitions 
have required condemnation. However, their answers vary widely with a few 
reporting a 100-percent use of eminent domain in securing needed properties. 
The majority of the officials say that a typical condemnation proceeding lasts 
only about 3 months. 


SOME CONCLUSIONS 


The survey makes it clear that local officials believe that urban renewal is 
boxed in too tightly by Federal requirements that produce a feeling of proce- 
dural rigidity. That such a situation exists is ironic since the Federal pro- 
gram avowedly is aimed at placing initiative and responsibility on the local 
officals. 

Certainly a greater flexibility in the administration of the program is needed 
to help cut the procedural and paperwork difficulties. 

A greater cognizance could be taken of an individual agency’s peculiar pro- 
gram needs with the various reviews and approvals giving full consideration to 
these special characteristics. 

This kind of individual approach might have some undesirable consequences. 
Charges of discrimination and favoritism in the extension of funds might be 
spawned if all agencies were not qualified under the same procedure. 

There might also be a less efficient use of HHFA funds—i. e., less value re- 
ceived per dollar expended—if there were excessive waivers to the basic stand- 
ards and requirements. 

But it is likely that these disadvantages would be heavily overbalanced by a 
new urge of accomplishment on the local level that would result from a more 
sympathetic and flexible administration of the renewal program by the Federal 
agencies. 

The reorganization of the HHFA through the decentralization of much of its 
work from Washington to regional offices was a step toward placing Govern- 
ment supervision of the renewal program closer to the hometown and giving 
it greater flexibility. But despite the change, Washington still reviews the local 
program, thus preserving much of the delays and paperwork. 


HOW MUCH DATA ARE NEEDED? 


The question of how much data are needed to justify an urban-renewal pro- 
gram needs careful review. In the light of the questionnaire’s principal findings, 
one might postulate that the volume of paperwork and data presentation asso- 
ciated with the participation in the Federal-aid program imposes a proportion- 
ately heavier drain on the personnel and financial resources of smaller commun- 
ities. This is by no means intended to minimize the burden experienced by 
larger agencies. 

One vividly recalls a photograph showing 121 documents (weight 180 pounds) 
prepared by the Philadelphia Redevelopment Agency in support of its application 
for certification under the workable program requirement of the Housing Act of 
1954. Certainly some distinction in requirements for small and large com- 
munities should be considered. 

The process of reviewing local redevelopment program submissions at the 
Federal level should receive continuing study. I am informed that suggestions 
for improvements in the reviewing process were made at a December meeting 
of the New York chapter of the American Institute of Planners. The most 
significant of these was to encourage the Federal regional technicians to conduct 
as much of their reviews as possible in the communities requesting Federal aid. 

Discussants at the New York meeting believed that any deficiencies in the 
locality’s submissions could be smoothed out with greater speed at this level. 
At present, if anything is wrong in the data, the entire application is frequently 
returned to the local community, and then, after corrections have been made, 
the entire review process recommences. 

The meeting also pointed out that a further advantage that could result from 
conducting reviews on the local scene would be to take the reviewer’s concen- 
tration away from checking conformances to forms and focus it on the whole 
project to be reviewed. 
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Obviously, authentic panaceas for reducing the output of paper and redtape 
inspired by HHFA are not easily come by, since the latter is charged with a 
fundamental responsibility (as is any Federal agency dispensing public moneys) 
of promulgating and administering such standards, regulations, and procedures 


as will assure effective and productive use of its appropriated funds and their 
distribution on an objective, uniform basis. 


Nevertheless, there probably exists an area within which the local redevelop- 
ment agency could be permitted to operate with far greater flexibility and free. 
dom. There would seem to be an imperative need to explore and delineate 


this area. 

Mr. Sterrect. We have already discussed our association’s great 
concern with reference to Federal encroachment on local initiative 
and local responsibility. Against this background, we can see legis- 
lative and administrative policy changes that we feel could expedite 
Federal aid to local renewal programs. Some of these changes are 
now before you in proposed legislation, and we should like to comment 
on those that we believe can be of assistance to us. 

Encouragement of private capital investment: First, we feel that 
private capital, on which the full cycle of urban renewal depends, 
has not been sufficiently attracted to the program. No single project 
undertaken to date can be said to prove the financial attractiveness 
of urban renewal to the investor. On the contrary, intrepid investors 
have been subjected to a series of barriers, delays, and cumbersome 
procedures that would discourage any but a devout believer in the 
soundness of the urban redevelopment process. 

Senator Carruart. Would you yield just a moment? Are you 
criticizing the law or criticizing the administration of it or both? 

Mr. Srpprett. Mostly the administration. I think this is a question 
of experience under the law, and we are trying to feel our way to 
bring investors into this program. This is not necessarily a criticism 
but it is one of not being far enough along to realize—— 

Senator Carrnarr. Criticism or suggestion; whatever you want. 

Senator SparkMan. It is really a factual statement. 

Mr. Sreprevy. That is right. It is a condition that has developed. 

Senator Carrnart. Is it directed toward the legislation or toward 
the administration or both ? 

Mr. Sreprecyi. Both. f 

The key to the encouragement of private capital is the Federal 
Housing Administration’s urban-rehabilitation-insurance program, 
the so-called section 220 operation, Amendments adopted by the 
Congress last year made this section more nearly workable, but we 
believe the section can be still further improved to increase its attrac- 
tiveness without impairing its soundness. 

There must be a more realistic attitude toward builder’s profit, re- 
placement costs, and the finality of cost certification. 

The urban-renewal program is so new and so significant that a 
courageous and pioneering approach is required on the part of FHA 
in the administration of this section 220 program. Of the three items 
noted—builder’s profit, replacement costs, and cost certification—only 
the latter actually requires a legislative change. j 

I might comment there that perhaps the latter two might require 
some legislative review. We are not too sure of that. The 10-percent 
limit in the law would seem to be adequate, but it is a question of 
whether the administering agencies are letting it operate that way, and 
perhaps you might want to review that question. . 
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Senator SparkMAN. What do you think of the suggested amend- 
ments that are in the administration bill ? 

Mr. Srepre.u. I think that the amendments with respect to includ- 
ing overhead and profit and that sort of thing as part of the cost 
analysis are good. These changes would perhaps come more quickly 
and effectively if we could demonstrate congressional sympathy for 
them. 

The meaning of that statement is simply that if the law is going to 
have an “up to” type of clause on 10 percent, the administering agency 
ought to recognize that and not stop so far short of it as I saeeeaaee 
has been happening in some localities. 

With regard to relocation, adequate relocation of families displaced 
by redevalibaenh and renewal is essential to the program’s success. 
Recognition of this fact exists in the relocation provisions of both 
the Housing Acts of 1949 and 1954 and in such prngmenis, existing or 
proposed, as public housing, housing for the aged, FHA’s section 221, 
the secondary market provisions of the Federal National Mortgage 
Association. 

The amendments to the section 221 program proposed in S. 3302 
we believe may serve to at last get it into operation. But any additional 
legislation or administrative requirements for relocation programs in 
connection with urban renewal will not, in our opinion, bring about 
better results but, rather, will add to the procedural burdens already 
weighing down and slowing down local public agencies. 

Relocation is a local problem in its truest sense, the procedure for 
which must be so flexible that it can be adapted easily to a wide variety 
of local conditions. It seems to us that a statement of principles, 
accepted and adhered to within the framework of existing legislative 


requirements, would assure a successful relocation program. Such a 
a 


statement of principles was last year developed an opted by this 
association and distributed widely throughout the country among 
public officials and agencies having relocation responsibilities. A copy 
of the policy statement is an appendix of this testimony. 

Planning advances: It is now a requirement of the Urban Renewal 
Administration that a community cannot qualify for a planning ad- 
vance unless a specific urban renewal area has been designated, with 
determinations made as to what portions of the area are to be cleared 
and what portions are to be rehabilitated. This requirement has 
deterred—and certainly delayed—many communities from initiating 
urban renewal projects. Such detailed determinations should be Eee 
of the planning process for which the advance of funds should be 
made, as is done in the public housing program, 

It should be possible, too, to plan large areas of at least neighbor- 
hood size, although the final projects may turn out to be much smaller. 
Flexibility is needed, so that a local public agency can plan a large 
area and carry out that plan in stages. Under this procedure, many 
present preliminary planning requirements could be eliminated and 
sounder renewal planning could be done. The point to be made is 
that the purpose of the planning advance is to permit detailed plan- 
ning. Presently too much of this detailed planning must be done 
before it is possible to qualify for an advance planning loan. 

Localities also greatly need to achieve continuity in urban-renewal 
planning. Staffs and programs must be kept operating as long as 
slums exist. Many projects planned today will take 4 or more years 
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to achieve. Planning advances are now geared to, thus limited by. 
the capital-grant funds available on a State and national basis. ~ 

Yet capital grants are not necessarily spent on the same ratio, since 
in certain instances programs may not find their way to consumma- 
tion. Hence, operating under the restriction of the capital grant 
prevents a community from planning ahead, even though it may be 
prepared to do so on a long-range basis. 

We, therefore, recommend that planning advances be permitted 
for projects in excess of capital-grant authorizations by some reason- 
able percentage. 

Local financial participation: The financing of the one-third local 
share of redevelopment and renewal projects is becoming an increas- 
ing problem in some communities, many of which are turning to sup- 
porting public facilities and using them as the local contribution. 
This pattern is developing most markedly as local workable programs 
stimulate greater use of public-works programing. However, local 
circumstances frequently require that a specific pablic improvement— 
an elementary school, for example—be constructed in a slum area 
prior to that area’s being designated and planned as an urban-renewal 
project. 

We recommend that such improvements be eligible as local grants- 
in-aid if the area in which the improvements are made is designated 
an urban-renewal project area within a 5-year period after completion 
of the improvement. Such a provision would not only assist locali- 
ties in financing urban renewal but would also encourage sound 
public-works planning. 

Research : The proposed research program as carried in the Leh- 
man bill has our support. We are particularly in favor of the idea 
of the integrated approach that the bill proposes. Past research 
programs, it has seemed to us, have tended to be much too diffuse, 
with no relationship of one study to another. However, we should 
like to see the wording of the bill changed to direct the research not 
only to the building industry but to areas of social and economic 
concern in the general urban-renewal field, since Government policy 
is more frequently made in these areas and often there are basic issues 
at stake on which insufficient tested knowledge is at our disposal. 

Planning aids: We support the proposed increase in S. 3302 in the 
planning-grant authorization of section 701 of the 1954 housing act; 
the increase in public-works-planning advance funds in S. 3158; the 
proposed new program in that bill for federally guaranteed bonds 
for the acquisition of sites for local community facilities; and that 
bill’s proposed increase in the public facility loan program initiated 
in the 1955 housing amendments. 

We, however, do not see the necessity for the metropolitan dis- 
trict offices of coordination proposed in the Lehman bill. The en- 
couragement that the section 701 planning grants gives to metro- 
politan and regional planning we believe will start local agencies in 
the direction of meshing their plans into those of the larger metro- 
politan area. To add another “layer” of Federal agency processing 
by establishing a metropolitan office of a Federal agency would have 
the danger of adding to the already aggravated Federal-local rela- 
tionship to which we have referred. at length earlier. 

Training: In view of the growing concern this Association has over 
the lack of trained personnel to carry on the urban renewal and hous- 





A 
a 
a 
Pe 
FE 
¥ 
& 
3 


oe 


HOUSING AMENDMENTS OF 1956 371 


ing job, we are in strong support of the proposal in S. 3158 that the 
National Science Foundation administer a program of graduate train- 
ing for city planning and housing. 

Privately financed housing for the aged: We are impressed by the 
widespread interest in developing a workable financing plan that will 
attract private capital into providing housing for the aged. The 
several bills that your committee is considering on this subject all 
contain proposals that merit consideration. We do not note in any 
of these bills, however, recognition of the fact that sponsors of such 
housing will inevitably find themselves immersed in a special set of 
social problems. 

It is doubtful that many private developers will want to assume 
responsibility for meeting these problems and that, hence, their plan- 
ning must be done in concert with local social welfare agencies who 
will agree to coordinate their work with that of the developer. 

In our 1955 testimony we indicated that the entire range of the spe- 
cial problems of the aging is so wide and the nature of these problems 
is still so imperfectly understood that we advocated the appointment 
of a general study commission on the aging, which commission would 
give special and intensive consideration as to how to develop a pro- 
gram of privately financed housing for the aged. We should like to 
again urge this procedure. 

Farm labor camps: We support the section 405 proposal of S. 3302 
that title to farm labor camps be conveyed to local housing authorities 
that certify to the need for such camps for housing families and single 
persons of low income. We supported this proposal last year and are 
most hopeful that the Congress will include the provision in its 1956 
action. 

Farm housing: We again support, as we did in 1955, the reactiva- 
tion of the title V farm housing program of the Housing Act of 1949. 

(Appendixes submitted with Mr. Sipprell’s statement follow :) 


APPENDIX A 


FEDERAL-LOCAL RELATIONSHIP RESOLUTION ADOPTED aT 22p ANNUAL MEETING OF 
NAHRO, OcTroBer 1955 


As an association consisting largely of the agencies and individuals charged 
with carrying out local public housing, and urban renewal programs, we are 
most gravely concerned by the accelerating trend toward Federal domination 
of local public housing and renewal programs. We noted this trend last year 
when we called for an improvement in Federal-local relationships based on the 
return to the local communities of the prime responsibility for the determination 
and administration of local programs. 

As a specific example of the growing Federal encroachment on local authority, 
we point to the Public Housing Administration’s new annual contributions con- 
tract, which has hardened and codified an attitude and approach that we had 
hoped was susceptible to modification and change. The cumulative and net 
effect of the many changes, both major and minor, made in the form of ¢on- 
tract, has been in one direction only—to weaken and reduce local control of local 
programs in favor of increasing PHA domination and control. This, we believe, 
is in direct contravention of the letter and spirit of the public housing law, 
and of the intent of Congress in enacting it. 

We believe, too, that in the administration of the urban renewal program, 
the establishment of field offices has not resulted in a decentralization of au- 
thority to the field and a greater recognition of local authority and responsi- 
bility. Either because of administrative policy or interpretation of legislation, 
many elements of urban renewal projects are sent to Washington for review 
with consequent delay and red tape. True decentralization is a means of con- 
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trolling Federal encroachment but it has not been given a chance in the urban 
renewal program. 

We believe that the Federal agency is utilizing loan and grant, annual cop. 
tributions, and other financial contracts with local public agencies as a means 
of extending Federal control of local programs. These contracts contain broad, 
general conditions that are binding local agencies to regulations and administra. 
tive decisions that are contained in procedural and operating manuals. By this 
means, controls are imposed upon local programs that go far beyond any condi- 
tions provided in the basic congressional legislation. We believe that this situa. 
tion can only be corrected by clearly limiting in the contract document the condi- 
tions for financial assistance imposed by HHFA and its constiuent agencies. 

We believe that the differences of viewpoint, approach, and interpretation that 
we have unsuccessfully attempted to negotiate with PHA and URA have gone 
far beyond the normal differences to be expected in any program jointly admin. 
istered by a centralized Federal agency and a large number of separate loca) 
agencies. They are so fundamental, and so rooted in the honest convictions 
of the parties involved, that there is continuing difficulties in adjudication by 
these parties. 

Because of our belief that the intent of Congress has been departed from and 
that it should once again be reflected in policies of PHA, URA, and HHF4A, we 
therefore direct that the officers of NAHRO utilize every source available to 
them, including further consultations with the representatives of the Federal 
agencies, in order to bring about a restatement and clarification of the proper 
division of Federal and local responsibility. 


APPENDIx B 


NATIONAL ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS 
RECOMMENDATIONS ON RELOCATION PoLicy 


Developed by NAHRO’s relocation committee, approved by board of governors, 
July 1955 


A sound relocation program is an essential element in any localitywide pro- 
gram to create and to protect community values. It should serve the human 
needs of families displaced by community improvement programs. The potential 
danger to the community of displaced families intensifying existing slum condi- 
tions or creating new slums must be recognized as a problem to be solved by a 
long-range community program. 

Such a program to be effective must include relocation service to the displaced 
families. It is dependent upon the development and maintenance of sound 
neighborhoods and provision of an adequate supply of proper dwellings at vari- 
ous rent or price levels as required to meet the needs of all residents of the 
community. 

The shape, character, and forr: of local relocation programs must vary widely 
in accordance with local organizational structure, administrative procedures, and 
ways of conducting local public business. No set pattern of handling relocation 
can be made a requirement of financial assistance in any Federal grant-in-aid 
program. 

Therefore, recognizing that extensive public improvement programs, including 
public housing, urban redevelopment, highway construction, and urban renewal 
generally are displacing people in increasing numbers and causing population 
shifts affecting entire cities, NAHRO affirms its belief that relocation must be 
an integral part of all such programs and makes the following recommendations : 

1. That the Federal Government and local public agencies take cognizance of 
the relocation problem whenever it may occur in any program of public land 
acquisition and that the Federal and local governments recognize relocation as 
a definite element of cost in acquiring sites for any public purposes. 

2. That as a part of the workable program for the prevention and elimination 
of slums and blight, which is a prerequisite for eligibility for Federal funds for 
urban renewal and for mortgage insurance from the Federal Housing Administra- 
tion under sections 220 and 221, a general description of the community's plan 
for relocation be included. 

3. That all public agencies within a locality administering programs resulting 
in the displacement of people be urged to assume their share of financial respon- 
sibility for relocating displaced families. 
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4. That steps be taken to insure that relocation activities of the various local 
agencies are coordinated as far as possible. 

5. That localities be urged to plan for relocation of families to be displaced 
during the initial steps in the development of public improvement programs, so 
that such programs will not be temporarily or permanently delayed because of 
inability to relocate persons from public improvement sites. 

6. That citizen understanding and support be sought for relocation programs 
during the initial planning stages of public improvement programs that displace 
residents. 


7. That in the administration of relocation programs, the locality be urged to 
give consideration to all displacement by Government action regardless of family 
status. 

Mr. Steprett. Mr. Chairman, that concludes our formal presenta- 
tion. We would be happy to answer any further questions. 

As I stated earlier, Mr. Searles is here representing an active re- 
newal agency and would be very pleased to answer any specific points 
you wish to raise. 

' Senator SparkMAN. Thank you very much. 

Senator Capehart? 

Senator Carenart. I don’t believe so, no. 

Senator SparKMAN. Senator Lehman? 

Senator Lenman. No questions. 

Senator SpARKMAN. Senator Bush? 

Senator Buss. No questions. 

Senator Sparkman. Mr. Searles, do you have a statement of your 
own to present ? 

Mr. Seartes. Well, I might very briefly, sir, in about 2 minutes, just 
emphasize some of the things that we in renewal are most concerned 
with and that Mr. Sipprell presented generally. 

The first point is that with respect to this question of Federal red 
tape and controls and difficulties. Much of it is due to actual prob- 
lems which result, I believe, from interpretation of the law itself. We 
are just feeling our way in a new program. Many of the problems 
which are attributed to redtape nal administrative requirements are 
due to the fact that it is a tremendously complex program, and to new 
problems that we have not known existed before, when a particular 
piece of legislation as the Housing Act of 1954 or 1949 comes up against 
concrete problems. 

Mr. Cole has just appointed me on a committee with members of his 
staff. The other member was Mr. Slayton who used to be with our 
association and is now with Mr. Zeckendorf. We are the only two 
outside members. We are working with him to try to isolate and 
bring out some of the specific problems which do seem to be causing 
trouble and slowing down the program. 

We have high hopes that that will be a successful venture. 

Senator Sparkman. That is an organization outside the Govern- 
ment? Itisa voluntary o ization? Isthat right? 

Mr. Seartes. No, Mr. Cole called us up and asked us to serve with 
members of his staff, about eight members of his staff, on a special 
committee to work fulltime on trying to get rid of these barriers and 
roadblocks to progress in urban renewal. That is what we are doing. 

Senator SparKMAN. It is functioning now ? 

Mr. Szartes. Yes, sir. I am playing hookey from it this morning. 

Senator SparkMan. Well, are you not connected with the District 
of Columbia Redevelopment Land Agency? What is your—— 

75338—56——25 
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Mr. Seartes. I am the Executive Director of the District of Colum- 
bia Redevelopment Land Agency, and Mr. Cole asked the board if I 
could be borrowed. 

Senator SparKMAN. Have you taken leave of absence from that in 
order to do this job? 

Mr. Seartes. Unofficially, yes, sir. 

Senator SparkMANn. What is the chart over there ? 

Mr. Seances. That chart is of northwest Washington, and I brought 
it to illustrate some of the troubles we have gone through since I was 
here 2 years ago. Senator Payne asked why we did not do something 
on that. We ran directly against the problem of having to study and 
analyze the area before we had funds or staff to do it. 

Senator SparkMAN. Is it Northwest or Southwest ? 

Mr. Seartes. This is Northwest, sir. Southwest is just about ready 
to get under way. 

This is the railroad track here, Massachusetts, K, Fourteenth, Flor- 
ida, and the ball park up here. That is a tremendous project, with 
16,000 dwelling units in it and many, many other structures. 

The red areas are those of rockbottom decay. The blue are obso- 
lete. And the yellow are the areas that we classified as being pre- 
dominantly good structures. That had to be done before we could get 
started with the Federal advance. 

We also had to do something that I am not at liberty to divulge, 
although I could give it to you in executive session, which was to 
show which areas had to be cleared, which areas rehabilitated, and 
which areas saved. No official agency was ready to do that yet, 
so we in our own staff had to “beguess and beguile” on this informa- 
tion, put it down in order to get our preliminary advance and get 
started. 

I think that may be also one of the reasons, Senator Capehart, that 
it is so difficult to make a determination of what is an eligible project 
and what is not so early in the game. With a larger planning area 
like Mr. Sipprell recommended and then coming up with firm, good, 
solid projects after some planning had been done, I think they could 
be much more specific in their requirements. 

This chart illustrates another problem. This is Southwest Wash- 
ington. The red area is the area that is cleared down there along 
with the area that is being cleared for the House Office Building. We 
have 75 acres where new construction is ready to begin. The larger 
area is one on which the District officials and our agency have a 
memorandum of understanding with Mr. Zeckendorf of Webb & 
Knapp, the area in green. 

The area bounded by blue is a public housing site to be put up by 
the National Capital Housing fathom: They moved in on that area. 
That cut off this yellow sector. So we tried to separate that from 
the project and move it along faster. It is a small area of slums 
and blight with a place for a new fire station, and a new police 
station. There are some good second commercial, light industrial uses 
which can stay, and a place for an experiment in rehabilitation that 
our local real estate board is sponsoring. 

Senator Sparkman. Let me ask you: Did you say all of that in- 
side the green line is a part of the Zeckendorf project ? 
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Mr. Searuxs. It is a part of the area that he is planning, but he will 
only undertake a portion of that, sir. He proposes to do about half 
of it. in which he will be associated with other builders. 

Senator SpaRKMAN. It will all be planned as one? 

Mr. Searzes. Yes, sir. The plan actually has been completed and 
its final adoption will be, we hope, April 5th. And the cost 

Senator SPARKMAN. So you think the Southwest development is 
moving along satisfactorily at long last ? 

Mr. Seartes. At long last,sir. I certainly hope so. 

Senator Leuman. What is the estimated cost of it ? 

Mr. Seartes. The estimated total cost of the Southwest project, sir, 
what we call gross project costs, is about $90 million. But we will 
recover from the reuse of land or the resale of it for public or private 
use a little better than $50 million. The District is meeting its share 
from the $305 million long-range public works program. And the 
Housing and Home Finance Administrator will give capital grants, 

Senator SparKMAN. What will the participation of the Housing and 
Home Finance Agency be? 

Mr. Seances. About $30 million. 

Senator Sparkman. About $30 million ? 

Mr. Seartes. Yes, sir. 

Senator SparkMANn. Out of a total of $90 million? Is that correct ? 

Mr. Seartes. Yes, sir, About one-third. It is almost 600 acres. It 
has a current land value in slums of about $60 million. So it is a tre- 
mendous project. 

The difficulty we had in this small project was that we could not, 
separate it from the big one. That is where we ran into tremendous 
administrative difficulties. It took us about 6 months to arrive at a 
system whereby we could pull that one out and move ahead with it 
separately. That is a problem that is slowing down communities all 
over the country, which we feel would be solved if they could plan 
the big area and pull small projects out of it and undertake them in 
easy stages. That will become increasingly important in the South- 
west, project. 

They are running into it in Chicago. In Philadelphia they began 
with a small project but ran into trouble because they needed a larger 
plan to find out what was happening next door. 

We feel that would be a very helpful thing. 

Of course, the other place across the country that the program is 
having trouble is in disposing of land, getting builders interested in 
it. Mr, Scheuer, who is investing his money in area B, said tliat he 
could see nothing on paper, no possible Pale that it was a profit- 
able transaction, but the reason he was going ahead and investing in it 
was he had an “visceral reaction” that it. was a good thing to do and 
that it was going to be all right in the long run, so he is coming in on 
that basis and we are trying to hang onto him on that basis. 

If he is successful, however, I may say that it will be a little bit dif- 
ferent for others around the country. It may be more attractive to 
them. We just do not know anything about it yet. 

Senator SparkKMAN. What do you think of the proposed amend- 


a to the urban renewal program as set forth in the administration 
ill? 
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Mr. Szartes. There are some relating to special assessments, sir, 
which recognize existing procedures and are fine. There are some re- 
lating to the payments in lieu of taxes by redevelopment agencies 
which I think would be fair. There are some cities, including Wash- 
ington, D. C., where the legislation requires that while the land is held 
by redevelopment agencies in public ownership they continue paying 
the local real-estate tax. So this would permit that being a charge 
to projects all over the country and would remove a slight inequity. 

As to the changing of the definition of “project,” I think that is 
designed for accomplishing one of the ends we mentioned where you 
would not have to in advance tell the areas you were going to clear, 
those you were going to rehabilitate, and those you were going to save 
before you had even begun to study the area. I gather that is the 
reason for that, and I only hope it will do the job. 

Senator Sparkman. What about the one removing the requirement 
that an area be predominantly residential ¢ 

Mr. Seartes. I did not know that was—— 

Senator Sparkman. Is that what you meant ? 

Mr. Carrer. Isn’t that a redefinition of “project” ? 

Mr. Searves. Actually, I did not know that requirement was being 
removed, sir. 

Senator Sparkman. Section 302 of the administration bill. 

Mr. Srepretu. I think it just broadens that. It does not remove it. 
It really broadens it. 

Senator Sparkman. I am looking at a note here that has been pre- 
pared by the staff which says: 

Removes the predominantly residential requirement as a condition for approval 
of a redevelopment area within an urban renewal area and makes the predomi- 
nantly residential requirement apply to the urban renewal area as a whole. 

Mr. Steprett. They broadened that, you see. 

Senator SparkMAn. I see what you mean. 

Mr. Sreprett. They have not removed it. They have broadened 
the application of it, which gives more flexibility at the local level. 

Senator Sparkman. Which makes it applicable to the whole area 
rather than.a particular sector of it ? 

Mr. Srepretu. That is a desirable change. 

Senator Lenman. Section 303 concerns special assessments, 

Senator SparkMAN. He mentioned that just a minute ago. 

Mr. Searzes. A good one. 

Mr. Srepretu. A favorable change. 

Mr. Seartes. The “ redueiinesdlty residential in character” require- 
ment, has been a tough one to meet sometimes, and it has been inter- 
preted that if an area had mixed as most slums do, that if the 
most numerous use in terms of acres or houses was residential that was 
a proper predominantly residential area. But as a result of a project 
whisk had some criticism—I forget the name but I know the city—the 
word “clearly” predominantly residential was inserted in I believe 
the 1954 act, which changed it so that now they interpret it that an area 
to be predominantly residential must be 55 percent in that category, 
which, of course, does knock out some worthy proj 

Senator Sparkman. Is that all? Any further questions? ; 

Senator Lenman. I would like to ask one question. This is going 
to mean, of course, the necessity of relocation of many families, this 
Southwest development. What are your plans with regard to that! 
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Mr. Searus. We think relocation is a “must,” and no one leaves. and 
we do not move a step forward until the plans are ail set, sir. 

In cooperation with the National Capital Housing Authority, a plan 
has been worked out for rehousing all the families who are to come out 
of both the Southwest and the Northwest, and the Commissioners have 
requested an allocation of housing units which will take care of that 
in conjunction with the ones which are already scheduled. 

We have a private relocation program also which takes care of those 
families who are not eligible for public housing so that every single 
family is taken on as a particular element of our case load, whether 
they move by themselves or not. We follow them up to find out where 
they have gone. We will be able to handle it with the allocation which 
is available for the city of Washington. But we need those units. 

Senator Leaman. Will that be done simultaneously with the de- 
molition of the housing that exists there now ? 

Mr. Searuzs. Yes, sir. After we have required a house, no family 
has to leave until we can be sure he gets a decent, safe and sanitary 
house within his means and located properly with respect to his place 
of business. 

Senator Lenman. Have you any idea what number of public hous- 
ing units will be required to care for the people dispossessed in these 
two projects, the Southwest and the Northwest ? 

Mr. Searves. Yes,sir. It runs approximately 3,500 units. 

Senator LeuMan. 3,500? 

Mr. Seartes. Yes, sir. And that is including about 1,500 that are 
now already allocated and some 2,000 more. We are asking for 2,500 
more because we have quite a bit of throughway construction, and we 
are vigorously enforcing the housing code. That also displaces fami- 
lies who will require public housing. 

Senator Sparkman. Let me ask you one question. You take an 
area such as this area you showed us on the chart in Southwest Wash- 
ington. A great many people live there. A great many businesses 
are in that area. Some of them are owned and operated by the own- 
ers of the land themselves, others by people who simply have a lease. 
Small businesses. Maybe a grocery store or a repair shop or some- 
thing like that, dependent upon the trade of those people living in that 
area. What happens to that small-business man when you take away 
the property? He does not own it. He does not own the title to the 
real estate at all. 

Mr. Szarues. His only hope, sir, is if he has what might be called 
a favorable lease, for a period of 10 years or so, in which case when 
we pay for the moennty he will be entitled to some share of the value. 
If he is on a month-to-month basis, the best he can hope for is some 
negate price for the fixtures. 

f course, in many cases they are glad to get out, glad to break 


the lease and move. But there is a real element of hardship there 
that is an awfully tough nee to take care of. They may need help 


in any way they can get it. ey may even need legislative help from 
the Small Business Administration. 

Many of them, of course, are perfectly all right. They are taking 
moving as a big advantage for them. 

Senator Sparkman. I wonder if any survey or study of that partie- - 
ular problem has been made in any of the areas? Sansa it seems 
to me it might become a real problem in some of the areas. 
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Mr. Seares. There is no survey that I know of, sir. We are, all 
over the country, running into it, trying to work out some system of 
priority for getting them back and trying to help them out in any 
way we can. 

Senator Sparkman. They have no preferential standing so far as 
renewal property is concerned ; have they ¢ 

Mr. Searwes. No, sir; they do not, and, of course, it might be very, 
very difficult to give it to them, because the area that they were doing 
business in may be a park or a residental area. 

Senator Sparkman. I realize that. Furthermore, the customers 
they have been doing business with may be gone from that area com- 
pletely. 

Mr. Seartes. We have hardware stores that specialize in old stoves 
and kerosene lanterns out in Southwest. They are technologically 
going to be out of business. 

Senator Carenart. Lanterns and harness? 

Mr. Searzes. Yes; there are some harness stores, too. 

Senator Sparkman. And old stoves. 

Mr. Searues. Old stoves. 

Mr. Srprreiy. These small businesses face a really difficult problem 
in both the dislocation caused by public housing and by renewal. 
There are no special aids available to them. I think their plight is 
equal to that of the families. With the family dislocation we go all 
out to find them new locations, but a small-business man he is pretty 
much on his own, and he has a real job. But I think local public agen- 
cies are sympathetic to his problem and have tried to help him as 
best they could. 

Senator Sparkman. Thank you very much, gentlemen. We ap- 
preciate your help. 

Mr. Srprrett. Thank you. 

Senator Sparkman. Next is Mr. Caplan, of the National Retail 
Furniture Association. 

All right, Mr. Caplan. Will you proceed as you see fit? 


STATEMENT OF JULIAN W. CAPLAN, ON BEHALF OF THE NATIONAL 
RETAIL FURNITURE ASSOCIATION 


Mr. Carian. My name is Julian W. Caplan, and I appear in-behalf 
of the National Retail Furniture Association. My position is manag- 
ing aan of the Washington office, and I also serve as staff legal 
counsel. 

The National Retail Furniture Association represents some 9,500 
retail home goods stores throughout the 48 States. These stores sell 
furniture and related items of homefurnishings and equipment which 
transform a house into a home. Retailers generally regard themselves 
as purchasing agents for the public, and nowhere is this more literally 
true than in the retail furniture business due to the historical market- 
ing pattern which brings manufacturing sellers and retailing buyers 
together at the great national and regional marketing centers several 
times a year. 

First I will discuss the FHA new-house mortgage program. Furni- 
ture stores have a large stake in the FHA-insured and V A-guaranteed 
mortgage programs on new houses. Over the years, as these programs 
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have been liberalized and thus increase their effect on the total housing 
market, retail home-goods merchants have continually expressed their 
concern at the ever-expanding list of items which have become part of 
the builder’s package of housing which he offers for sale under these 
Federal insurance and guaranty programs. 

Many items now included in the mortgage are freestanding units, 
like refrigerators and stoves, which are sold by many types of retailers 
in addition to furniture stores. The longer mortgage periods avail- 
able under the Federal programs have eased the way and speeded the 
process for loading as much of the household equipment and furnish- 
ings as possible into the initial-package mortgage. 

NRFA member stores have voiced opposition for many years to in- 
clusion of items of equipment and furnishings which are not distinctly 
a part of the realty. Furnaces, sinks, water heaters, and such items 
usually become attached to the realty by virtue of their installation re- 
quirements. Refrigerating, cooking, and laundry appliances generally 
do not. Except in the case of bona fide built-in units, which should 
be very strictly defined, all other nonrealty items of equipment and 
furnishings should not be eligible for inclusion as part of the mortgage 
valuation under the Federal housing programs for new homes. 

This is essentialy the current policy at FHA under the title I lend- 
ing program for repair and home improvements. These loans are 
limited to 3 years, and, as we understand the policy, the only appliances 
acceptable are dishwashers that are part of an integrated sink unit. 

It is strange and somewhat hard to understand Federal policy 
which permits the sale of appliances on 30-year terms, though their 
useful life lies somewhere between 5 and 10 years, and on which the 
cumulative cost of interest adds in excess of 80 percent of the initial 
cost to the item. 

It is our feeling that the national housing policy should be directed 
toward the building of basically finer houses. To the extent that 
purchase money is diverted to the acquisition of fancier items of 
equipment or furnishings at the expense of basic structural quality 
of the house itself, this end is not achieved and the home-buyer is not 
getting his due. 

Yet so long as Federal policy permits including kitchen or laundry 
appliances under FHA and VA mortgage financing, builders are 
going to pull every competitive stunt they feel is necessary to mer- 
chandise their houses. As competition has become keener we have 
seen this pattern evolving more definitely right here in the Wash- 
ington area. Take a home in the $15,000 class. It is an economic 
fact of life that a purchaser must have a specified minimum income in 
order to be able to carry the mortgage obligation on this house under 
the current 30-year VA and FHA terms. If 1 builder sells a 3-bed- 
room house with an equipped kitchen and laundry, this creates a 
competitive pressure on other builders to offer a similar deal. In 
most cases, in order to keep costs down so that they do not price the 
house out of the mass market, it stands to reason that the builders 
must cut corners where it does not show. And this is precisely what 
happens. 

If builders were not in the kitchen and laundry appliance business, 
they could devote their full budget and efforts to building a house of . 
maximum structural quality for a given market price. 
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FHA and VA policies exert a tremendous influence on the housing 
market. At present, it is their policy to allow local practices and 
customs to set the limitations on most items of the sort we are dis- 
cussing. If in a given part of the country it is the practice to sell 
houses with a refrigerator and cooking range, then the local FHA 
offices follow this practice. 

Frankly, we question this approach. Since the Federal programs 
make available longer mortgage terms which are generally not avail- 
able on conventional financing, it seems that they should be based on 
a sound determination of uniform policy which is geared to assuring 
homeowners the best house with the most durable and economical] 
construction features for long-term use and benefits. 

For example, in cold climates, perhaps a slight additional amount 
spent by the builder for insulating more thoroughly would result in 
a substantial annual saving on the family heating bill. Over the 
30-year life of the mortgage this saving will mean far more to the 
homeowner than having had a fancier refrigerator perhaps for the 
first 5 years than the one they might have already had or the one 
they would have managed with until they could afford the ultimate 
to satisfy their later family needs. 

The point we are making is simply this: If Federal housing policy 
did not allow the financing of appliances with new homes, the Ameri- 
can public would very likely be getting a lot better house for the 
money than they are now getting. In so many cases the home pur- 
chaser takes the appliances because he believes they come with the 
house—which oneal they do—even though he would be far better 
off to make do with what he has for a few years after moving into 


his new home, and then buying the 7 ment which best suits the 


family’s needs and which he will probably be able to afford more 
easily after recovering from the extra expenses involved in moving 
and adjusting to a new budget. 

We want to give some attention to the total cost of this equipment 
on 30-year rr ge terms as compared with conventional installment- 
buying terms. But first it should be brought to the attention of Con- 
gress that there is presently an effort being made to get FHA approval 
of carpeting for 30-vear mortgage financing. This is a matter for very 
serious concern. It could cause further downgrading in structural 
quality of American housing. It would bring about the elimination 
of finished hardwood floors in many eases, and the substitution of 
plywood or masonite-type floors over which the carpeting would be 
Jaid. 

There is probably nothing wrong with the substitute unfinished floor 
as a foundation for carpeting, but is this a trend in the public interest 
from the standpoint of almost irrevocably committing a house to the 
use of carpet? 

Looking ahead, this means that when the carpet wears out—which 
can be expected to happen in 5 years or less—it will have to be re- 

laced with more wall-to-wall carpet, or a hardwood floor will then 
1ave to be laid at an unlooked-for additional expense if Mrs. Home- 
owner decides she wants a room rug or some other floor-furnishing 
style which might then be in vogue. 

A more serious and startling consequence can be foreseen in the case 
of a purchaser, some years from now, of a used house which was built 
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with the unfinished substitute floor. Suppose the house is 5 or 6 years 
old, and the purchaser fails to inquire as to what is under the some- 
what worn carpeting in the living room, foyer and dining area. After 
all, up to now houses in this country have always been built with a 
finished floor so buyers will be unwary of the possibility that there is 
inything other than a hardwood floor under the carpeting. After 
living in the house for a year or so assume the carpet is so badly worn 
that the owner decides to remove it and chooses to use a combination 
of scatter rugs on hardwood floors in a casual sort of modern decorat- 
ing scheme, in lieu of more wall-to-wall carpeting. 

Imagine the sense of outrage he would feel—or better yet his wife— 
when they pulled up the old, worn carpet some weekend and discov- 
ered that they didn’t have a nice hardwood floor underneath. 

Incientally, FHA policy will now permit the use of a plywood or 
other substitute floor if the builder guarantees that wall-to-wall carpet 
is going to be put in. The carpet must be a separate transaction from 
the house mortgage, however. This minimum property requirement 
change was made last summer. However, our investigation both at 
FHA and with builders in several cities reveals almost no use being 
made of the new minimum property requirement. 

Retail furniture merchants who have replied to our inquiries are 
almost unanimous in their belief that once carpet is FHA-approved 
for mortgage purposes, the sales on carpet in such new homes will be 
diverted away from retail stores, just as has happened in the appliance 
industry. Builders will be in the carpet business sooner or later under 
this proposal—so say most furniture merchants. And yet another im- 
portant commodity will be removed from the ranks of profitable items 
for the majority of retail furniture stores and other carpet dealers. 

Carpet presents considerably more and greater problems even than 
do appliances or mechanical equipment. It gets over into the area of 
style and fashion, with the almost limitless number of design and 
esthetic considerations common to this field. Also the range of choice, 
as to quality, wearability and suitability for a given use, is broad. 
The growing variety of natural and synthetic fibers used in carpet 
weaving creates still further need for consumer guidance from experi- 
enced and dependable carpet dealers. ‘This is indeed a blind com- 
modity, and one which could cause home purchasers a great deal of 
trouble and regret if they got a poor deal at the hands of a builder 
due to his inexperience in the sale and laying of carpet. 

For these obvious and fundamental reasons, it is the contention of 
the National Retail Furniture Association that carpet should not 
be eligible for FHA or VA mortgage valuation purposes. 

The fact that within the technical standards division of FHA seri- 
ous consideration is now being given to the idea of accepting carpet 
for FHA mortgage valuation demonstrates the need for Congress to 
consider the whole problem we are pointing up. Inthe National Hous- 
ing Act, as amended, there are apparently no general limitations or 
criteria as to the exclusion of easily movable items to guide the Ad- 
ministrator under the new-home mortgage program, title II. 

A look at costs reveals that it is most uneconomic to purchase fast- 
wasting assets on terms which go way beyond their useful life. Take 
as an example a $500 item, whether it be kitchen appliances with a 
maximum 10-year service life or carpeting with a maximum of 5 years 
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of useful life under normal family living conditions. We understand 
that a 5-year wear period is the basis for the use-wear standards the 
carpet industry has submitted to FHA, so this is a feasible figure for 
the purpose of this illustration. 

Let us compare the cost of $500 worth of carpeting under a 30- 
year mortgage with the cost when financed on maximum current re- 
tail installment terms of 3 years at 7 percent interest. These terms are 
now widely available through a uniform financing plan, the ABC 
plan, offered by Allied Building Credits, Inc., which most major 
carpet manufacturers are encouraging their retail dealers to use. 

The total interest and credit service charges on this 3-year plan would 
be $105. The monthly payment would be $16.80. The carpeting 
would be fully paid out before it was worn out. 

On a 30-year mortgage at 5 percent, the total interest paid would 
be about $418. This would make the original cost of $500 almost 
double. The increase in monthly mortgage payments would be about 

2.55—that is, to cover the cost of the carpet. 

Now, here is the unfrugal aspect from the standpoint of the home- 
buyer. Long after the original carpet is dead and buried from wear, 
he must continue to pay $2.55 every month for the carpet that he 
bought under his mortgage. Thus, if he ee the carpet every 5 
years, his new carpet, assuming he buys on the 3-year terms discussed 


above, will cost him about $16.80 a month, but he will be laying out 
about $19.35 a month total because the ghost of the old carpet will 
haunt him throughout the life of his mortgage. 

The same bad husbandry applies to other items now included under 
FHA or VA mortgage financing. In every instance where a refrig- 


erator, range, dishwasher, or other free-standing item of equipment 
must be replaced, the homeowner must continue to pay for the worn- 
out item that came with the house for the remainder of the mortgage 
term. 

It seems a painless way to buy at the time the house is purchased, 
but it becomes an almost permanent fixed expense which reduces 
family-purchasing power for many years more than the few initial 
years of use and value afforded. 

Another evil arises in connection with practices which encourage 
builders to enter the consumer-goods market. This is the result of 
the fierce competitive pressure on manufacturers to get the builder 
business. In the appliance industry they seem able to sell at lower 
prices to builders, even in small quantities, than the best carload 
prices offered to retailers. This, of itself, gives builders a competitive 
advantage over retailers in offering similar merchandise with the 
house. But a damaging byproduct is that some of the goods sold to 
builders at the discriminatory and preferential prices seem to find 
their way into the retail market. This creates a chronic earthquake 
under price structures. It breeds uncertainty and instability in the 
market, and tends to demoralize merchants and confuse consumers. 

Since the FHA and VA housing programs often exert. a pace- 
making effect on the mass-housing market, their policies can create 
or largely contribute to the sweeping changes in marketing practices 
we have discussed. 

Senator Busu. Mr. Chairman, I may have to leave before this 
gentleman finishes, but I would like to observe that I think he has 
made some very interesting points here. Frankly, I had not been 
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aware that you could buy a rug with your new house and pay for it 
over a 30-year period, and so forth. Maybe I should have been. 

Senator Sparkman. I believe he brings out the point that it is 
proposed. Dies 

Mr. Captian. That is right. 

Senator SparkMAN. It is not allowable yet. 

Senator Busu. It is not allowable yet? 

Mr. Carian. That is right, Senator Bush. It is under consider- 
ation within FHA, and there is no limitation in the basic housing 
statute that would forbid it. 

Senator Busu. But these practices to which you object have not 
been in effect heretofore ? 

Mr. Cartan. Let me differentiate between carpeting on the one 
hand and other items on the other. You can get refrigerators, gas 
ranges, or other items of movable equipment at present under FHA- 
insured mortgage properties if that is the custom or practice followed 
in the given area. The local offices follow local usage and custom 
on that. Now it is proposed by the carpet industry that the FHA 
open the door a little farther and permit a builder to carpet a whole 
house. 

Senator Lenman. What do you estimate the life of a refrigerator 
to be? 

Mr. Cartan. Senator Lehman, I do not purport to be an authority 
on the life expectancy, but the general figure that is discussed is about 
10 years. Some we know go beyond that, surely. 

Senator SparkMAN, I think they usually carry a guaranty of 5 
years. 

Mr. Cartan. On the sealed-in unit. 

Senator Lenman. I do think this gentleman has made a very tell- 
ing point on carpeting on which the obligation could run for 30 years, 
and the homeowner would pay interest on the amount that was in- 
cluded in the housing over a period of 30 years. I think it is a very 
telling point. 

Mr. Cartan. Thank you. 

Senator Buss. I would just like to observe, Mr. Chairman, that I 
think this ought to be pointed up pretty sharply to the committee 
when we come to marking up this bill. I hope our friend over here, 
Jack Carter, will call it to my attention at that time, because I think 
this gentleman is making some very good sense about this whole 
proposition. I think we might even want to reexamine the current 
policy there and possibly tighten up on that along the lines which 
he suggested. 

If they are making 30-year loans on equipment that becomes obso- 
lete or worn out in a 10-year period, it seems to me that is a very 
questionable practice. 

Senator Sparkman. Mr. Caplan, I wonder if we could just put the 
rest of your statement in the record? It really represents more or 
less a summation of what you have pointed up; does it not? 

Mr. Carian. Yes, Mr. Chairman, I would be perfectly happy to do 
that. I would like, if we do that, to have another couple of minutes, 
just to sort of summarize what remains. 

Senator Sparkman. All right, if you will. The only thing about - 
it is that Senator Bush is having to leave and Senator Lehman has 
already gone, and we have one more witness. 
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Mr. Cartan, I see, sir. Well, the remainder of the statement covers 
the title I home improvement loan program, and under that program 
it is now tightly restricted as a result of the Housing Act of 1954 and 
the report of the Senate Banking and Currency Committee both as 
to property improvement loans with respect to these movable items 
of kitchen equipment and other furnishings and also with respect 
to the open-end mortgage addition which was provided in the 1954 
act. We are urging this committee to recommend the continuing 
of this present policy and also cautioning against letting carpet or 
these other movable items come in under the title I home improvement 
program. 

Then we do go on to point out the pressures that are generated 
under the title I improvement program on installment-selling terms. 
There has been a lot of emphasis given of late to the possibility that 
outstandings on consumer installment credit have reached a level which 
we should at least stop and examine. We do not concede it is a dan- 
gerous level. We do concede that, of course, we should always ex- 
amine the state of the economy as the Federal Reserve is now doing, 
and we make reference to that. 

We point out, if you please, that if you extend the terms under title 
I from 3 to 5 years, as has been recommended by the administration, 
and increase the upward dollar limits from $2,500 to $3,500 so you can 
then do a repair job in that amount, that you are generating pressure 
over here on all these retail stores to expand their retail installment- 
selling terms. The result of an expansion of that sort simply is it 
requires more capital. 

It is certainly worthy of note, for example, that it requires $65,000 
in capital to sustain a rate of $10,000 a month retail installment sales 


by a retail furniture or other type of store on a 12-month. contract. 
That is just financing something for a man for 12 months. However, 
if the average terms are stretched to 18 months for that store, his 
capital needs jump from $65,000 to $95,000, again just to finance that 


selling, not any of his other business needs. If you extend them to 24 
months, his capital needs become $125,000, and for 36 months they be- 
come roughly $185,000. 

Now, gentlemen, mind you, this is small business. This is to sustain 
a $10,000 a month volume, or, in other words, $120,000 a year volume, 
which is really very, very small even in this retail furniture and equip- 
ment business. 

So it does generate this sort of pressure, and that is the point we are 
making. 

Then we are raising the question of whether it is wise at.a time when 
the Federal Reserve Board is studying this overall question of credit 
for the administration to be pulling in one direction with a tight-money 
policy and tugging in the other direction by liberalizing the housing 
program. - 

Senator Busu. May I ask a question, Mr. Chairman? 

Senator SparkMAN. Go right ahead. 

Senator Busu. The home-improvement program, as I recall it, more 
or less has to do with putting on a new roof or new siding for the 
house or some permanent improvement. A couple of years ago when 
we had the investigation, you remember, and the abuses under title I, 
I think most of the improvements that came to light were of a per- 
manent nature. I mean they were of that nature, like a roof or siding. 
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Mr. Cartan. That is right. 

Senator Busu. Or something of that kind. I suppose the proponents 
of the extension from 3 to 5 years have that in mind rather than any 
competition with the furniture line; is that not true? 

Mr. Carian. We certainly hope so very devoutly, Senator. The 
fear is—— : : 

Senator Busu. Suppose that were the case. Would you still objeet 
to the increase from 3 to 5 years? Is that a valid objection if the im- 
provements under the title I loans are all of permanent nature? 

Mr. Cartan. Well, Senator, the point that a consumer can buy 
the equipment that retail stores are handling, that he can get that 
equipment under a title I loan, means then you are generating a direct 
pressure on these retail stores to match the terms, which they just 
cannot do. : ; 

I pointed out that the maximum terms available today on some one 
of the plans is 3 years. But we hope that you will remain tied down 
under the title I program, that the law will remain as tied down, as 
this committee tied it down in this fine report of 1954 that we refer to 
in the statement. 

Senator Busu. You favor it caeneenne at the 3-year term ? 

Mr. Cartan. That is our position, and I am not in a position person- 


ally to go beyond my authority of our set policy. 
Senator SparkMAN. All right, Mr. Caplan. Thank you very much. 
Mr. Cartan. Thank you very kindly for this opportunity. 
(The balance of Mr. Caplan’s prepared statement follows :) 


FHA Property IMPROVEMENT LOANS UNDER TiTrE I 


The National Retail Furniture Association recommends continuation of present 
restrictions and the tightening of policy introduced in the Housing Act of 1954 to 
correct many of the abuses noted by the Banking and Currency Committee of 
the Senate in its report No. 1485 of May 28, 1954. We will not labor the points so 
well covered therein. However, we call attention to the fact that any Federal in- 
surance program which practically indemnifies against loss encourages laxity and 
lowering of moral standards in business. 

We understand that recently some local credit bureaus have considerable pres- 
sure to lower their ethical standards from those seeking to get favorable credit 
reports on poor risks so as to get approvals of home-improvement projects from 
local lending institutions which are approved by FHA for insurance of such loans. 

There is another phase of the title I repair and improvement loans which should 
be considered in connection with proposals to make the maximum maturity 5 years 
at the discretion of the Administrator and to increase the limit on the amount of 
such jobs from $2,500 to $3,500. 

Obviously there is considerable pressure on all installment mechandisers to 
liberalize their terms so as to match rates and maturities under.title I. With 
the tightness of money and the ‘difficulty small merchants have in getting addi- 
tional capital*to finance installment sales, the further lengthening of title I ma- 
turities would create greater pressure on retailers to expand their terms. Selling 
on longer terms is a simple matter of needing additional capital. 

For example, it requires $65,000 in capital to sustain a rate of $10,000 in monthly 
time sales on 12-month terms, assuming no delinquencies. If the average terms 
are stretched to 18 months, the capital need jumps to $95,000. For 24 months, it 
becomes $125,000, and for 36 months, it is $185,000. 

Mind you, these capital requirements are to support an annual installment sales 
volume of only $120,000, and do not take into account the other basic working 
capital needs for inventory, plant and equipment, etc. 

It has been noted in the most recent economic analyses that the slight dip 
in housing starts which came late last year, and which it was feared might mark 


the end of the 1955 boom, seems to have ended; and forecasts are beginning to 
look again to a restoration of peak levels. 
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This condition again creates added demand for capital. We have had a drum- 
tight money market for months, and no easing in it seems in prospect with the 
record-breaking forecasts of industry investment for expansion of plant and 
equipment. 

So, in this tense fiscal atmosphere it would seem unwise to generate additional 
demand for long-term capital by lengthening the maturities on home improve. 
ment loans or increasing the dollar limit on them. When Operation Home Im- 
provement was announced at the year’s start, it was hailed as a program to take 
up the slack in construction resulting from the dip in home starts. 

Now this slack seems to be disappearing spontaneously; and the Federal Re- 
serve Board’s study of consumer spending plans for 1956 shows no abatement in 
consumer optimism and spending plans. 

If inflation remains a strong concern, and the study of consumer credit now 
underway by Federal Reserve at the request of the President is evidence that it 
does, it seems particularly inconsistant for the Administration to pull in one direc- 
tion, through its tight money policy, while tugging in the opposite direction with 
further liberalization of housing terms. 

Incidentally, little recognition seems to be made of the fact that private banks 
and leading institutions have loan programs for major home improvement proj- 
ects which go beyond the present limits of the title I program. 

Many of the major banks in Cleveland, for example, tied in with the loeal home 
improvement program by announcing terms up to 8 years on substantial repair 
projects. Our inquiry revealed that they handle larger jobs through their mort- 
gage departments instead of under the FHA title I loans. So there is currently a 
source of available capital to homeowners who want to improve existing resi- 
dential properties, based on sound mortgage lending practices. 

Finally, the National Retail Furniture Association recommends against mak- 
ing the home improvement lending authority permanent. Periodic renewel 
requires congressional review. 

In a field which has so recently been the subject of wide abuse, and which seems 
unavoidably to create temptations and opportunities for sharpsters to cheat the 
public, it would seem a most salutary course to continue to require periodic 
renewal by Congress. 

Also, as a matter of philosophy, it is inadvisable to assume that there will 
always be a need for Government stimulation of initiative through insuring 
against loss. It is to be hoped that as private enterprise continues to grow and 
learn more about the phenomenon of long-term installment and mortgage credit, 
it will eventually outgrow the need for such Government programs. 


(The following was later received for the record :) 


FEDERAL HovusInc ADMINISTRATION, 
Washington 25, D. C., March 26, 1956. 
Mr. Jack CARTER, 
Staff Director, Subcommittee on Housing, Senate Banking and Currency 
Committee, Senate Office Building, 
Washington 25, D. C. 

Dear Mr. Carter: In reply to your inquiry I want to confirm the information 
given to you that the FHA does not now—nor does it plan in the future—to per- 
mit the inclusion of carpeting in the mortgage security for home mortgages. 

We will accept for insurance housing with a floor prepared for wall-to-wall 
carpeting without requiring the addition of a finished floor, thus reducing the 
cost and the appraised value, but the carpet itself is outside the mortgage security. 
The only exception is where carpeting is installed in publie spaces of large rental 
properties and such use of carpeting is the established local custom. 

I hope this will help to clarify the testimony given yesterday before the Sub- 
committee on Housing of the Senate Banking and Currency Committee. 

Sincerely yours, 
NorMAN P. Mason, Commissioner. 


Senator SparkMAN. We have one more witness, Mr. Doscher, execu- 
tive director of Operation Home Improvement. 

Will you come around, Mr. Doscher? . 

Allright, Mr: Doscher. Go right ahead, sir. 
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STATEMENT OF JOHN R. DOSCHER, EXECUTIVE DIRECTOR, 
OPERATION HOME IMPROVEMENT 


Mr. Doscuer. Mr. Chairman and members of the subcommittee, in 
the interest of time I am going to make this very brief. I have given 
you and other members of the subcommittee my complete statement 
and also exhibits to show you what Operation Home Improvement is 
al] about. 

First let me thank you for allowing me this opportunity to testify 
on the proposed changes in title I laws regarding home improvement. 
[ am a representative of the building and home equipment industries 
and the allied industries. These industries have all joined together in 
a common effort to sell better living to American families under the 
banner of Operation Home Improvement, and I am the executive diree- 
tor of this year-long effort. 

My purpose in being here is to interpret to you the full impact of 
this huge national campaign and the seriousness with which private 
enterprise is taking the challenge put to it by President Eisenhower 
when he asked for a concerted effort to improve our old but still sound 
houses. 

Now, I am no expert, but, rather, I am guided by the consensus of 
the title I Joimt Advisory Committee which is made up of experts. 
But I would like to support for the record the changes that they rec- 
ommended by unanimous decision on January 17, 1956: 

1. Place FHA title I on a permanent basis by eliminating the expi- 
ration date. 

2. Eliminate the requirement that a residential structure must be 
occupied at least 6 months before it qualifies for a title I home improve- 
ment loan. 

3. Increase the maximum amount of loan for improvements to a 
single-family home from $2,500 to $3,500, and increase the maximum 
repayment term for single-family home improvement loans from 36 
months to 60 months. 

Senator Busu. May I ask a question ? 

Senator SpPARKMAN. Yes. 

Senator Busu. On that point 2 “eliminate the requirements that a 
residential structure must be occupied at least 6 months before it quali- 
fies for a title I home improvement loan” why do you want to do that? 

Mr. Doscuer. Well, sir, the main point I believe in having that 
written into the law was to avoid having people borrow money on title 
I home improvement and then have it applied to the cash down pay- 
ment of the house. I personally feel it would be a lot better to be that 
explicit in the law as opposed to keeping them from making home im- 
provement loans before they have lived in the house 6 months. Spe- 
cific reference is to such things as sereens, storm protection, and so 
forth, which are ordinarily not supplied by a builder of a new house. 
To arrange a home improvement loan to buy those items means wait- 
ing 6 months, which means you buy your screens in the winter and 
your storm doors in the summertime the way it is now set up. 

I believe the law as it is written is unrealistic in that respect. 

Senator Busn. All right. 

Mr. Doscuer. No.4, Increase the limitation on loans for improving | 
structures housing 2 or more families from the present maximum of 
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$10,000 to $15,000 and increase the maximum term for this type of 
loan from 7 years to 10 years. 

All of these changes in legislation will have a great effect on stimu- 
lating more people to improve their homes, In particular, I would 
single out for my testimony item No. 3—extending the limits from 
$2,500 to $3,500, and from 3 years to 5 years. 

In 1934, when these laws were enacted, our economy needed a sound 
stimulant. There was great potential in home improvement work, and 
a Government guaranty of the credit risk was created to encourage 
lending for home improvement work. Other testimony by experts 
will attest to the soundness of this course. 

Today, despite our current, solidly-based prosperity, our economy is 
no less in need of this same program of guaranties but on a realisti- 
cally adjusted basis. 

We have just come through a decade when home improvement has 
been largely ignored by the building industry because — has 
been busy on new construction. Now, however, because of a leveling- 
off in new residential construction with attendant keen price competi- 
tion, the industry is looking toward home improvement work to keep 
busy. But from the standpoint of the health of our economy, it is not 
enough for this keystone industry to keep busy. It must fea now 
to expand to meet the demands of new residential construction in the 
mid-1960’s. At this time, all factors point to a building boom bigger 
than anything we have ever known. If this industry does not expand 
in this interim period of economic plateau, the boom of the 1960’s can 
exert serious inflationary pressures purely from shortage of labor and 
materials. 

Thus, today, home improvement work takes on serious economic 
significance. Some economists estimate the potential to be between 
8 to 12 billions of dollars annually over and above the current. volume. 

Economic significance is one major factor in favor of the changes of 
title Ias proposed. Sociological significance is no less important. The 
census studies show that 1 house in 10 is a slum, half of the remain- 
ing 9 are in need of repair and improvement. The rest certainly need 
to be maintained and among these are millions of two-bedroom. post- 
war homes that need to be expanded to meet the needs of larger 
families. 

The answer to why this situation exists, when you get right down 
to the guts of it, lies in the fact that the American people have been 
sold on everything else except improving their homes. Many other 
new and continually improved products and services are easier to buy 
and easier to finance. 

Last year, consumer credit extension increased by $6.1 billion. This 
is double the annual average dollar increase of earlier postwar years. 
Four billions of this increase went for new cars. But last year for 
the second consecutive year, consumer credit extension for home repair 
and improvement remained the same. 

I believe you gentlemen know the figures. Title I guarantees have 
been decreasing, from 2,244,000 loans in 1953 with a dollar volume 
of $1,334,287,000 to last year 1,024,000 loans made with a volume of 
$645.644,000, or exactly half as much in 2 years. 

This means one thing—that many lending institutions are steadily 
making more uninsured loans, and many are lending greater amounts 
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for longer periods of time than currently allowed under FHA title I. 
Many of these uninsured loans are being made at higher interest rates 
than title I provides. 

Obviously, this is not enough because the market has not increased 
for two years in the face of tremendous increases in other fields. 

This, I think, is a strong case for more realistic limits on the title 
I guarantees. Just as it was a positive factor in the 1930’s, so too can 
it be a positive factor today. The proposed changes would allow 
the homeowner to pay $27.89 less per month for a $2,500 loan, or 
$7 less per month for a $3,500 loan than is now the case with present 
limits. 

I think we must face realistically the rate of obsolescence of our 
housing inventory. There are two great forces that exert negative 
pressures. One is the effect of the neighborhood on any given house. 
Forces are at work now on the neighborhood approach to housing 
conservation. I refer to the noncommercial efforts of the American 
Council To Improve Our Neighborhoods—a group called ACTION. 

The other great factor is that people have never been sold on the 
continuing need to improve their homes, and this is the province of 
Operation Home Improvement. 

It is a year-long campaign sponsored by the Chamber of Commerce 
of the United States and by all elements of the building materials and 
home equipment industries, the service and installation industries, and 
the national associations in the field. 

The big but very simple idea is that all interested in expanding 
the home-improvement market join forces both at the national and at 
the local level under one banner—the seal of “Operation Home Im- 


provement,” to do two wing 


1. To interest more people in improving their homes; 

2. To help to make it easier for homeowners to buy materials and 
services. 

The seal is the symbol of this vast and diverse industry united for 
the first time in history. Manufacturers are using this seal in well 
over 100 millions in national advertising this year. 

This seal is also being used on the editorial pages of practically 
every national consumer magazine interested in this market. I have 
given you tear sheets there showing how this seal is used editorially, 
and in my brief there is a list of these consumer magazines. 

One in particular I would like to point out is Mechanix Illustrated 
which is the first of those, wherein their editorial this month talks 
about Operation Home Improvement in terms of the FHA loan limits 
and asks readers to write their Congressmen. 

Another, Woman’s Home Companion, has produced a booklet on 
financing home improvement and tells its readers to watch for changes 
in this law. 

At the local level this seal is now being used by countless thousands 
of dealers, contractors, lenders, and retailers to tie into the campaign. 
The dollar volume of this local level advertising is esimated to exceed 
$100 millions. 7 Loti 

Through the repetitious impact of this seal seen in editorial mate- 
rial and in hundreds of millions of dollars of national and local adver- 
tising, people will be encouraged to improve their homes this year. 

Through the coordinating efforts of this small task force called 
Operation Home Improvement, all elements of local industry are being 

753383—56——26 
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urged to team up to make it easier for people to buy materials and 
services. OHI committees are already established in well over 100 
cities. Senator, as you know, in Birmingham, Ala., next Monday we 
have a meeting down there to get them going on this with some 3,000 
people in the industry invited to that kick-off meeting. Waterbury 
Conn., has one tomorrow night. Up in White Plains, N. Y., in Senator 
Lehman’s territory, we had a meeting last Wednesday. 

These are just a few of many hundreds being run around the country 
now. ‘ 

Very briefly, this is the campaign mounted by industry to improve 
our housing inventory. It is aimed at every nonslum house in America, 
Its greatest value will be in helping to stem the spread of housing 
blight. It has universal support and has spread all over America in 
only 10 weeks. It was launched January 16 with an official act by 
HHFA Administrator Albert M. Cole who declared 1956 as “Home 
Improvement Year.” 

Crucial to the success of this unprecedented campaign is the avail- 
ability of credit. This is the way the American people like to buy 
major purchases, and this is particularly true and necessary with 
major home-improvement projects. Extension of title I limits to 
$3,500 for 5 years will help insure the steady, healthy growth of the 
building industry wpon which our economy depends heavily, and 
Operation Home Improvement is dedicated to this steady, heaithy 
growth. 

About Operation Home Improvement, I would like to quote the 
editorial in the January 20th issue of Collier’s, which sums it-up: 

The campaign is based on a valid premise that pride in one’s home and com- 
munity can be as infectious as slovenliness—and far more rewarding and eco- 
nomical. From any viewpoint, the welfare of the community or the self-interest 
of the homeowner, the program makes sense and deserves vigorous support. 

Senator, you have before you all of these illustrations that I have 
referred to, together with a list of Operation Home Improvement 
underwriters who are contributing to make this campaign possible. 

I thank you very kindly. 

Senator Sparkman. Yes; we have all of that. Thank you, Mr. 
Doscher. You have given us a very fine presentation. I have been 
very much interested in reading about it and learning of these differ- 
ent meetings being put on in the various areas. 

By the way, you heard the erenenys witness testify. Do you have 
any comment on his testimony ? 

Mr. Doscner. Yes, sir; I do. 

I note in his testimony that he refers directly to Operation Home 
Improvement by name. I will be very brief. I have four points. 

As far as the reference in the testimony to some, and I am quoting, 
“local credit bureaus have had considerable pressure to lower their 
ethical standards from those seeking to get favorable credit reports on 
poor risks,” et cetera, it brings up a problem which we are Atay a 
all the time—the ‘suede shoe boy,” the “fly-by-night” as the buildi 
industry calls it. With such a huge and vast promotional effort such 
as Operation Home Improvement, it would be impossible not to have 
someone try to take advantage of it. But never before in history has 
this whole industry with all of its diverse elements, lenders, contractors, 
and dealers, united on a local basis with a committee on ethics to ride 
the unscrupulous operator out of town. 
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In each of the places where Operation Home Improvement now has 
committees working, there is an ethics committee. The American 
Bankers Association is very eager that all of their members watch for 
such operators. The same with the United States Savings and Loan 
and the National Savings and Loan League. The Better Business 
Bureau has been in the forefront in cooperating with Operation Home 
Improvement in publicizing what to watch for on the part of home- 
improvement operators, FHA, of course, is tremendously interested. 

The second point is the business of money being tight. Money is 
not tight on home-improvement prospects anyplace around the coun- 
try to my knowledge. It is a different part of the forest from money 
being tight on mortgage loans. For example, a survey in 9 western 
States showed that bankers, some 934 who responded, expect to loan 
16 percent more money in the year 1956. 

In California alone they expect to loan 30 percent more money. 
And this amounts in California to $10 millions. 

Also in the testimony the statement is made : 

When Operation Home Improvement was announced at the year’s start it was 
hailed as a program to take up the slack in construction resulting from the dip 
in home starts. 

This is not the case. Operation Home Improvement is not a sub- 
stitute for anything. It is, however, the first time the industry has 
ever awakened to the potential in the home-improvement field. 

Home-improvement expenditures this year, dollar volume, should 
be nearly the same as new house construction, and the chances are it 
will never be less. It istruly a big business. 

And, of course, our new housing in any 1 year represents only 2 
percent of our total housing inventory. But we have a problem with 
25 million homes that are old and are in need of repair and improve- 
ment and are worthy by neighborhood standards to be improved. 

As far as the reference to the Federal Reserve Board studying con- 
sumer spending is concerned, the rest of that story runs along like this: 
The Federal Reserve studies how people intend to spend their money 
for such things as travel and durable goods and housing, and they go 
back a year later and find out how folks actually spent their money. 
Two years ago they found that in every other classification but housing 
the actual performance 1 year later exceeded the expressed intention. 

With housing, and this shows how-serious this problem is, actual 

performance 1 year later was 50 percent less than the declared inten- 
tion. Sothat should be brought out. 
_ While it is true, as the statement says, that private banks and lend- 
ing institutions have loan programs outside the title I area, it is quite 
obvious from the figures that they do not have enough to make a 
significant dent in this market. 

T also would invite the whole furniture industry as it relates to their 
being citizens at the local level to join in with these committees. 
Certainly as a part of: better living and better homes, all of these 
major appliances—such things as built-ins that many of the dealers 
sell—are very much a part of Operation Home Improvement. And 
we do need their help in that respect. 

Senator Sparkman. Thank you very much. 

The committee will stand in recess until 2 o’clock this afternoon. 

(Whereupon, at 12:15 p. m., the subcommittee recessed, to reconvene 
at 2p. m., this date. ) . 





392 HOUSING AMENDMENTS OF 1956 


AFTERNOON SESSION 


Senator SparKMAN. Let the subcommittee come to order. 

We havea rather full schedule. 

Our first witness is Mr. Boris Shishkin. 

Mr. Shishkin, will you come around ¢ 

Mr. Shishkin is secretary of the Housing Committee of the 
AFL-CIO. 

We are mighty glad to have you with us. We have had you before 
us a good many times, but not in a long time and we welcome you back. 


STATEMENT OF BORIS SHISHKIN, SECRETARY, HOUSING COM- 
MITTEE, ACCOMPANIED BY BERT SEIDMAN, ECONOMIST, RE- 
SEARCH DEPARTMENT, AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. SutsH«1n. Thank you, Mr. Chairman. I am glad to be back. 
Senator SparKMAN. You may proceed in your own way, Mr. Shish- 
kin. 

Mr. Suisuxin. Thank you, Mr. Chairman. I am here to present 
the views of the AFL-CIO, on the pending housing legislation. In 
doing so, I would like to emphasize the importance of this legislation 
not only in terms of housing alone but its importance to the whole 
economy. This is truly a crucial issue for the Senate and for the Con- 
gress this year because the ramifications of this program that we are 
considering here today are indeed reaching into every nook and cranny 
of our economic processes. 


The strategic role housing plays in the national economy has per- 
haps never been more evident that it is this ae A high rate of re- 


sidential construction in 1956 would virtua 
nomic prosperity. 

In fact, one of the principal reasons for the prevailing uncertainty 
regardiug the economic outlook is the widespread doubt that housing 
construction will hold at even the 1955 rate of 1.3 million units. 

Yet, by all available tests, an annual rate of housing construction 
of only 1.3 million units is far from adequate. It is below the level 
needed to meet human needs for housing. It is insufficient to assure 
that housing will make its necessary contribution to the Nation’s eco- 
nomic prosperity. 

The large number of bills your committee is considering dealing 
with many different facets of the housing problem is itself an indica- 
tion of renewed interest in housing as a key factor in our economy 
and in our society. The American Federation of Labor and Congress 
of Industrial Organizations is particularly encouraged that this year 
for the first time in many years, Congress has before it for its consid- 
eration and action a bill—S. 3158 introduced by Senator Lehman in 

behalf of himself and a distinguished group of colleagues—a bill 
which would authorize a comprehensive housing program geared to 
today’s housing needs and the requirements of our expanding economy. 

Following in the footsteps of the Taft-Ellender-Wagner Housing 
Act of 1949, S. 3158 would bring up to date and complete the job that 
the 1949 act was intended to accomplish. 


y assure continued eco- 
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CURRENT HOUSING CONSTRUCTION FAILS TO MEET NEEDS 


Last year approximately 1.3 million housing units were built in 
this country. The most optimistic forecasts for this year indicate 
that, at best, last year’s level will not be exceeded and, if anything, 
this year is likely to see fewer houses built than last year. 

Housing Administrator Albert Cole has been most unwilling to 
state his views as to the Nation’s total housing needs, but he has not 
been at all reluctant to forecast housing activity trends. 

Almost alone among forecasters, he has predicted a housing rate 
for this year of 1.3 million. While it is conceivable that a marked 
upturn during the remainder of this year could push total housing 
construction for the year to this level, it seems likely that the current 
rate of 1.2 million is the best that can be anticipated. 

But whether housing construction is at an annual rate of 1.2 or 
1.3, or even 1.4 million, it will be far less than adequate to meet the 
Nation’s housing requirements. To assure this objective, an annual 
rate of at least 2 million units is required. 

Despite much talk that the Nation is enjoying an unprecedented 
housing boom, the actual fact is that housing construction, if related 
to population, was far more vigorous during most of the 1920’s than 
it has been in recent years. 

The attached table shows that based both on population and on 
number of households, private nonfarm construction was at a higher 
level during each of the years from 1922 through 1927 than in any sub- 
sequent year except 1950. The 1950 level was less, however, than any 
of the 3 years 1923-25. 


I have a table here, Mr. Chairman, which I would like to have 
inserted in the record at this point. 

Senator SparKMAN. Yes, that will be done. 

(The table referred to follows :) 


New private nonfarm dwelling units started per 10,000 nonfarm population and 
per 10,000 households for selected years 
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Mr. SuisHxkin. Yet, despite a relatively high level of housing con- 
struction during most of the 1920’s, at the end of that decade, millions 
of American families still lacked decent living quarters. 

What was true in the 1920’s is even more true today. At least 15 
million families are forced to occupy dwellings which simply do not 
meet. even minimum standards of decency. What is even worse, 
each year that housing construction is less than the minimum required 
rate, more families are being forced into substandard housing. 

Thus if housing construction is maintained at the current rate of 
1.2 million untii 1960, and thereafter until 1970 averages 1.4 million, 
we will have in 1970, 17 million substandard units still in use—2 mil- 
lion more than the current number. 

On the other hand, if the rate of housing construction is increased 
to 2 million units during the next 5 years and 2.4 million thereafter, 
we will have only 5 million substandard units in use in 1970. 

Certainly, this is the very minimum goal at which our housing pro- 
gram must be aimed. Anything less would mean that the United 
States, the greatest and most prosperous nation in the world, is un- 
able to build the minimum number of houses needed in order to pre- 
vent a large proportion of families from being forced, for an idefinite 
period, to live in substandard dwellings. 

But it is not enough to boost the rate of housing construction to 2 
million units a year. Homebuilding activity must also be funda- 
mentally redirected to assure that a far larger number of homes are 
built for the families in the low and middle ranges of the income scale 
which have the most urgent need for decent housing. 

Unfortunately, most of the houses now being built are far beyond 
the financial reach of average American families. 

This is a very important poimt, Mr. Chairman. It isn’t only a ques- 
tion of the volume of construction, but it is also a question of the fair 
distribution of housing construction which we need to pursue and by 
which the housing policy of the Nation should be guided. 

Senator Lenman. You say, Mr. Cole was not willing to commit 
himself on the Nation’s total housing needs. That is quite true, ex- 
cept that he did admit that there were today 15 million substandard 
homes. 

Mr. Smisuxr. That is an inescapable fact. I think it is shown 
by the statistics. 

According to the Department of Labor, last year the median sell- 
ing price of new nonfarm, one-family houses was $13,700. 

Incidentally, this was $1,400 or 11 percent more than in 1954, al- 

though the average floor area of the houses increased by less than 3 
percent. 
In order to afford a $13,700 house, a family devoting 20 percent of 
its income to housing would have to have an income of about $7,500. 
Figures recently released by the Federal Reserve Board show that 
last year only 13 pereent of all families in the United States had in- 
comes of $7,500 or more. 

Families of average income which attempt to purchase a house in 
today’s market are burdened also by excessively high financial charges. 
The AFL-CIO is convinced that financial charges for housing made 
available to moderate-income families can be substantially reduced by 
adoption of the middle-income housing program which would be au- 
thorized by S. 3158. 
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I shall return to that matter ina moment. Suffice it to say now that, 
in addition to conventional charges which are already much more 
than most families can shoulder, prospective owners of new homes 
have increasingly had to bear an additional financial.burden resulting 
from unreasonable discounts and other charges, especially when it has 
become necessary to resort to secondary financing through the Federal 
National Mortgage Association. 

The operations of this agency have been so badly mismanaged that 

instead of making residential mortgage financing available that would 
otherwise be lacking and thereby permitting more families to obtain 
good housing at costs they can afford, the misplaced emphasis on a 
yrofitable operation by FNMA has tended to force up the cost of 
1ousing and push the average family out of the housing market alto- 
gether or make it shoulder a financial burden far heavier than it can 
afford. 

I would like to submit for the record, Mr. Chairman, a statement on 
the Federal National Mortgage Association recently submitted by the 
AFL-CIO, to the Housing Subcommittee of the House Banking and 
Currency Committee. 

Senator SparKMAN. It is attached, it is not? 

Mr. SuisHKin. It isnot attached to your copy. 

Senator SparkMANn. Will you give it to the reporter ? 

Mr. SuisuKin. I will give it to the reporter. 

(The document referred to follows :) 


STATEMENT BY THE AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL 
ORGANIZATIONS FOR HEARING ON FEDERAL NATIONAL MORTGAGE ASSOCIATION 
Suspmitrep To Housing SUBCOMMITTEE OF House BANKING AND CURRENCY 
CoMMITTEE, FEBRUARY 21, 1956 


The financing of housing plays a major role in determining the level of hous- 
ing construction, the types of houses built, housing prices and the ability of fami- 
lies to obtain good housing within their means. The methods and terms by which 
residential mortgages are financed thus constitute an extremely important aspect 
of the whole housing picture. Your committee, therefore, is to be commended for 
directing its attention to this fundamental phase of housing policy. 

A thorough investigation of the operations, policies and procedures of the Fed- 
eral National Mortgage Association, which provides the most important backstop 
to financing provided by private mortgage lending institutions, is particularly ap- 
propriate at this time in view of the current decline in residential construction. 
Private housing starts have declined steadily during the past year from an annual 
rate of 1,416,000 in January 1955 to 1,183,000 in January 1956, a decrease of 
16 percent. 

All indications point to a reduced rate of home construction during the com- 
ing months. Thus in December 1955, the latest date available, there were 13,379 
dwelling units in FHA applications for new homes as compared with 24,328 a 
year earlier, a drop of 45 percent. VA appraisal requests for new homes in the 
ane month were 24,892 as compared with 44,251 in December 1954, a 44 percent 

ecline. : 

Faced with the sizable reduction in housing activity that has already occurred 
and the possibility of an even greater drop in the months ahead, it is incumbent 
upon both the Congress and the Administration to take whatever steps may be 
necessary to assure that FNMA provides the maximum possible financial support 
to the housing market. 

In order to determine whether FNMA is discharging the responsibility which 
the Congress has assigned to it, it is worthwhile to review briefly its major func- 
tions. First, FNMA has traditionally provided a secondary financing market 
for residential mortgages. FNMA has purchased mortgages in areas where in- 
vestment funds were required and subsequently resold them in sections where in- 
vestment capital was available. In this way, FNMA has made it possible for 
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private mortgage institutions to turn over their funds and thus make more money 
available for mortgage lending purposes than would otherwise have been possible. 

In addition to this general function, Congress has at various times assigned to 
FNMA the responsibility to assist in financing certain types of housing for which 
Congress deemed there was a particularly urgent need. Most recently, Congress 
took such action in the Housing Act of 1954. 

This legislation assigned to FNMA certain special assistance functions. FNMA 
was authorized to provide financing for certain types of mortgages for which 
established financial facilities were considered inadequate. These included mi- 
nority housing, cooperative housing and housing in so-called urban renewal areas, 

The Housing Act of 1954 changed the ownership and control of FNMA from 
one wholly in the hands of the Federal Government to one which would gradually 
take on the characteristics of a mixed-ownership corporation, including both 
private and governmental ownership and control. 

The change from complete Federal ownership and control to the mixed-owner- 
ship type of organization has been accompanied by a fundamental transforma- 
tion in the entire concept and purpose of FNMA, at least in the minds of those 
who are now administering it. Apparently the officials who are administering 
FNMA have come to regard it as a business institution, pure and simple, whose 
sole objective is, to put it bluntly, to make money. This has been evident not 
only in FNMA secondary market operations, but even in the way it has carried 
out the special assistance functions assigned to it by the Congress. 


SECONDARY MARKET OPERATIONS 


In the past when FNMA was entirely a Federal operation, it invariably pur- 
chased residential mortgages at their par value. This involved no particular 
financial loss because if FNMA wanted to sell those mortgages subsequently, it 
could wait until they were salable at par. 

Under the present setup, FNMA buys mortgages not at par but at whatever 
happens to be their value in the market at the time they are put up for sale. 
Moreover, in addition to purchasing mortgages at less than par rates, FNMA also 
adds on a commitment fee and a purchasing and marketing fee. Finally, each 
seller of a mortgage te FNMA must also subscribe to FNMA common stock an 
amount equal to 3 percent of the mortgage amount. 

Let us see what this means in actual practice. In an address to the convention 
of the National Association of Home Builders last month, Mr. J. Stanley Baugh- 
man, FNMA President, announced what was described in FNMA’s press release 
as “welcome news to the homebuilding industry.” The “welcome news” was a 
proposal which would permit holders of so-called acceptable mortgages to sell 
them to FNMA at current market prices, as determined by FNMA with a 9- 
month option to repurchase the same mortgage at the same price. 

How welcome was this news for builders and, more important, for consumers? 
Let us suppose that FNMA purchases an FHA-insured mortgage at the current 
market price of 98 on a 9-month purchase option. FNMA will charge the seller 
a fee equal to 1 percent of the unpaid principal amount of the mortgage, a 4 per- 
cent purchase and marketing fee and 3 percent for the common stock subscrip- 
tion, or a total of 444 points plus the original 2-point discount. 

In effect, therefore, the FNMA collects for the 9 months it holds the mortgage 
the customary 414 percent interest on the mortgage plus a total discount on the 
mortgage of 614 points. This is an excessively high cost for the service it renders. 

There can be no mistake about who must pay for all of these costs. It is, of 
course, the ultimate consumer who bears this additional financial burden since 
neither the original lender who sells the mortgage to FNMA nor the builder will 
engage in these transactions unless someone else, namely the homebuyer, will 
meet these additional costs. 

The net effect is to force up the cost of housing and push the average family 
out of the housing market altogether or to make it shoulder a financial burden 
far heavier than it can afford. Apparently all of this is justified by the alleged 
need to make the investment of private funds in the mixed-ownership FNMA as 
profitable as possible. 

But this is completely at variance with what certainly should be FNMA’s 
major purpose. FNMA’s objective should not be to assure profits to emg 
but to make residential mortgage financing available that would otherwise be 


lacking and thereby permit more families to obtain good housing at costs they 
ean afford. 
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SPECIAL ASSISTANCE FUNCTIONS 


The failure of FNMA to discharge its basic responsibility has had serious 
enough consequences on the effectiveness of FNMA’s secondary market opera- 
‘ions. The way FNMA has virtually ignored its duty to discharge the special 
assistance functions assigned to it in the Housing Act of 1954 has been truly 
unconscionable. 

Here there can be no doubt that the overriding purpose of the Congress was 
not for FNMA to engage in a money-making operation, but to assure that the 
$200 million Congress authorized for FNMA’s special-assistance functions would 
make available necessary financing for the special types of housing Congress 
deemed most needed. These included housing for minority groups, cooperative 
housing under the FHA 213 program and housing in so-called urban-renewal 
areas under the FHA 220 and 221 programs. 

FNMA with the apparent knowledge and, in some instances, support of the 
Housing and Home Finance Agency and the present administration, has evi- 
dently made no serious effort to carry out the congressional mandate with 
regard to these programs. Indeed, examination of how FNMA has handled its 
functions with regard to these programs reveals that all too often its objective 
seems to have been to thwart any possibility of their success. 

The desparate need of minority families for decent housing and the flagrant 
discrimination of private lending institutions which have refused to finance 
housing for Negroes and members of other minority groups are all too well 
known. It was precisely because of this situation that Congress authorized that 
part of the $200 mililon authorization for FNMA’s special-assistance functions 
be used to provide financing for housing available to minority families. 

Despite this clear directive to FNMA by the Congress, after nearly 2 years 
there has been no recommendation by the HHFA Administrator, and therefore 
no finding by the President, that FNMA should make financing available for 
minority housing. The result is that none of the FNMA special-assistance 
authorization has been utilized to finance minority housing. 

In the case of cooperative housing, Congress was so anxious to assure an 
effective program that it took discretion out of the President’s hands by spe- 
cifically authorizing to FNMA $50 million for commitments to purchase mort- 
gages on cooperative housing. This reflected the recognition of the Congress 
that the basic purpose of the FHA cooperative housing program is to reduce 
housing costs so that more and better housing can be made available to middle- 
income families. 

Despite the clear intent of Congress that every possible financial roadblock 
to the cooperative housing program should be removed, FNMA has chosen to 
regard this operation too as a money-making venture. After many months 
of delay, FNMA has finally proposed to purchase mortgages for cooperative 
housing under the following terms: 

(a) Purchase of the mortgages at 98, thus involving an immediate 2 
percent discount. 

(bo) Anonreturnable advance commitment of 1 percent. 

(c) A purchasing and marketing fee of 4 of 1 percent. 

These charges total 314 percent, in addition to which cooperative groups must 
pay up to 1% percent for construction financing and the services of an FHA- 
approved mortgage institution. The total cost of financing might therefore be 
as much as $500 on a $10,000 mortgage, all of which must be added to the cash 
down payment. 

It is not surprising that faced with these excessively high financial charges, 
cooperative housing groups have not sought FNMA financing on such burden- 
some terms. The result has been that during the past year there have béen 
over 100 cooperative housing projects involving a total of some 14,000 units 
in various stages of processing in the FHA that have been unable to obtain 
private financing and whose members could not bear the excessive charges 
proposed by FNMA. These cooperative housing projects are literally dying 
on the vine because they cannot obtain financing on reasonable terms from 
either private institutions or from FNMA. 

In previous statements to your committee, the American Federation of Labor 
and the Congress of Industrial Organizations have indicated their skepticism 
regarding the possibility of obtaining low-cost housing in so-called urban renewal 
areas under the FHA 220 and 221 programs. However, there can be no doubt 
that Congress in the Housing Act of 1954 intended that FNMA should make 
financing available for those programs in an effort to provide housing at the 
lowest possible cost in such areas. 
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Despite this clear congressional intent, FNMA has proposed the same exces. 
sively high charges for urban renewal housing as for cooperative housing. Your 
subcommittee has justly found FNMA policy in this matter indefensible. 


AFL-CIO RECOMMENDATIONS FOR EFFECTIVE SECONDARY FINANCING 


While this committee is primarily concerned with the present functioning of 
FNMA, it may be worthwhile to indicate how an effective secondary financing 
organization could operate. Following the principle first developed in the Spark. 
man-Spence bill of 1950, the proposed Housing Act of 1956 (S. 3158) introduced 
by Senator Lehman and a group of cosponsors in the Senate, would establish, in 
section 202, a national mortgage corporation with authority to make loans for 
cooperative, sales and nonprofit rental housing for moderate income families. 

While this would be an entirely unsubsidized operation, the corporation would 
not be organized to make a profit. Instead, it would be required to make loans 
at a rate based on the cost to the corporation of capital investment and borrowings 
from the private market plus % percent to cover the corporation’s overhead, 
administrative expenses and reserves. At the present time, assuming the cor- 
poration were to invest its funds in long-term Federal securities (30 to 40 year 
issues), the rate would be slightly less than 3% percent. 

The bill would permit the loan to be amortized over a period up to 40 years, 
At a low interest rate, long-term amortization is desirable since it would not un- 
fairly burden the consumer with high total costs on a long term basis and would 
permit a considerable reduction in monthly housing costs as compared with terms 
involving a higher interest rate and a shorter amortization period. 

For example, the monthly charge on a $10,000 mortgage financed at the current 
5 percent effective FHA interest rate for a 25-year amortization period is $58.50, 
while the same mortgage financed at 3% percent for a 40-year period would in- 
volve a monthly charge of $38.70, a difference of nearly $20. 

The AFL-CIO sincerely hopes that the financing mechanism provided in 8. 3158 
will be given serious consideration in both Houses of Congress and that an effec- 
tive program for making financing on reasonable terms available for middle- 
income housing will be enacted in this session of Congress. Whether or not 
such legislation is enacted, however, it is important that the FNMA be reorganized 
so that it will properly discharge the responsibility Congress has assigned to it. 

The misplaced anything-for-a-profit approach FNMA has adopted since it was 
converted to mixed ownership is in conflict with its fundamental purpose. The 
basic job of FNMA should be to make financing available so that families who 
would otherwise be unable to purchase homes can do so. It is particularly urgent 
that the shocking failure of FNMA to discharge the mandate of Congress with 
respect to the special assistance functions be halted. 

To assure that FNMA will carry out the fundamental purpose of widening the 
opportunity of American families to obtain good homes, we ask that it be re- 
stored to Federal ownership and control. We ask also that it be prohibited from 
continuing to exact the excessive charges for its services which have kept it from 
rendering the service to home purchasers that Congress intended. 


Mr. Srismxrn. These facts regarding the contemporary housing 
situation point to a single conclusion. The current housing program 
is inadequate. This program fails to assure a high enough volume 
of construction to meet minimum housing requirements, and it does 
not provide housing at costs most families can afford. : 

To make matters worse, the existing arrangements for financing 
housing construction under it add to rather than mitigate the exces- 
sively high costs home buyers must bear. 


S. 3158 WILL DO THE REQUIRED HOUSING JOB 


At its meeting last_month, the executive council of the AFL-CIO 
issued a statement endorsing S. 3158. In this statement the executive 
council said: 


By authorizing a far-reaching program of housing within the means of low- 
and middle-income families, the Lehman bill would set the stage for construc- 
tion of two million homes a year, the minimum needed to meet the nation’s overall 
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housing requirements. Enactment of the Lehman Bill at this session of Con- 
gress would also assure that the currently sagging housing industry would play 
its full role in contributing to the Nation’s economic growth and prosperity. 

I am attaching to my testimony the full text of the executive council 
statement: 

(The document referred to follows :) 


STATEMENT BY THE EXECUTIVE COUNCIL, AMERICAN FEDERATION or LABOR AND 
CoNGRESS OF INDUSTRIAL ORGANIZATIONS, MIAMI, F'ra., Fesruary 8, 1956 


LEHMAN HOUSING BILL 


Introduction of a comprehensive housing bill by Senator Herbert H. Lehman, 
Democrat of New York, on behalf of himself and a group of cosponsors, affords 
the Congress an opportunity to enact the forward-looking housing program 
America needs. The Lehman bill stands in sharp contrast with the pitifully 
inadequate housing program the administration has recommended. 

By authorizing a far-reaching program of housing within the means of low- 
and middle-income families, the Lehman bill would set the stage for construction 
of 2 million homes a year, the minimum needed to meet the Nation’s overall 
housing requirements. Enactment of the Lehman bill at this session of Congress 
would also assure that the currently sagging housing industry would play its 
full role in contributing to the Nation’s economic growth and prosperity. 

The Lehman bill provides for: 

1. Annual construction for the next 3 years of 200,000 units of low-rent public 
housing to provide decent homes for low-income families at costs they can afford. 
A large-scale public housing program is essential to provide livable quarters for 
hundreds of thousands of families now crowded into unsanitary, crime-breeding 
slum tenements and hovels. The near breakdown in the slum-clearance and 
urban-redevelopment efforts of scores of cities and towns across the Nation bears 
witness to the unchallengeable fact that the tide of blight which is inundating 
our urban communities cannot be stemmed and city rebuilding cannot go for- 
ward unless there is an adequate supply of public housing for families displaced 
by slum-clearance and other public projects. 

2. A sound nonsubsidized middle-income housing program which would provide 
low-cost loans for cooperative, nonprofit rental, and sales housing meeting ade- 
quate standards of construction, space, and availability of community facilities 
and services. This program is designed to make available the opportunity to 
obtain good homes within their means to moderate income families—families 
whose incomes are too high for public housing but who are nevertheless all but 
priced out of the private housing market. 

3. Other features essential to a comprehensive housing program including an 
expanded and more effective program of slum clearance and urban redevelop- 
ment, a special program designed to meet the particular housing needs of the 
aging, assistance for farm housing, and authorization for necessary housing 
research. 

The Lehman bill is fully in accord with.the resolution on housing unanimously 
adopted at the recent convention of the American Federation of Labor and 
Congress of Industrial Organizations. It provides the tools needed to meet both 
the short-range and long-term housing requirements of the Nation. The AFL-— 
CIO urges the Congress to give the Lehman bill its immediate consideration 
looking toward its enactment during the present congressional session. 


These are the major provisions of S. 3158: 

1. Authorization for annual construction for the next 3 years of 
200,000 units of low-rent public housing. : 

2. Authorization of a nonsubsidized middle-income housing program 
through the establishment of a National Mortgage Corporation which 
would provide low-cost loans for cooperative, nonprofit rental and 
sales housing. 

3. Federal assistance for a more effective program of slum clearance 
and urban redevelopment. 


4. A special program designed to meet the particular housing needs 
of the aging. 
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5. Assistance for farm housing. 

6. Authorization for necessary housing research. 

7. Federal assistance for metropolitan planning, community facil- 
ities, and improvements. 

This is the up-to-date comprehensive housing program America 
needs. Each title of this bill will make an important contribution not 
only to housing as such, but to every aspect of community planning 
and development in all sections of the country. 

The AFL-CIO, therefore, urges this committee to report favorable 
on S. 3158 and to recommend its enactment to the Congress. 

I will be glad to answer any questions the members of this committee 
may have on other aspects of this bill, but I intend to confine my re- 
marks to the bill’s authorization for housing for low- and middle-in- 
come families, including elderly couples and single individuals, 


HOUSING FOR LOW-INCOME FAMILIES 


A recent report published by the Subcommittee on Low-Income 
Families of the Joint Committee on the Economic Report, which is 
headed by the able and distinguished chairman of this subcommittee, 
reveals the disturbing information that after allowance for changes in 
the purchasing power of the dollar, just about as many families had 
incomes under $2,000 in 1954 asin 1948. These are the families who can 
afford at most $30 to $35 a month to pay for their housing. 

Many of these families live in the slum areas which must be cleared 
if the blight which is eroding our urban communities is to be eradicated. 
Those slums cannot be torn down or even rehabilitated and urban re- 
development cannot go forward unless the families which are displaced 
have available to them decent housing within their means. But 
whether or not they now occupy slum dwellings slated for clearance, 
low-income families no less than any other families have the right to 
obtain decent housing in good neighborhoods. 

Only low-rent public housing provides a time-tested formula for 
meeting the housing needs of low-income families. Private builders 
have not built and will not build decent housing at costs low-income 
families can afford. 

All one has to do is examine the shoddy record of the so-called 
FHA 221 low-cost private housing program to realize how unlikely 
it is that even a fraction of the houses needed by low-income families 
might be provided by private home builders. 

In 1954, when Congress was considering the administration’s re- 
uest for authorization for the FHA 221 program, Administrator 
Sole expressed the hope that it would “relieve the pressure upon the 

need for the public housing pr .’ Since the FHA. itself esti- 
mated that monthly payments under the program would be $62.90, or 
about twice as much as low-income families can afford to pay, it seems 
doubtful that even if houses had been built under the PHA 221 pro- 
gram, they would have been available at costs low-income families 
could afford. But the fact is that not a single house has been built 
under this program. There have been no applications. 

Now, the administration is recommending that the maximum sales 
price under this program be increased in an obvious effort. to attract 
speculative builders to take advantage of its provisions. But all this 
would mean is that housing costs under this program which are al- 
ready too high for low-income families would be raised even more. 
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Anyway, it is extremely doubtful that any appreciable number of 
houses would be built even if the changes requested by the adminis- 
tration were made. Thus there can be no doubt that the FHA 221 
program has not and will not relieve the need for the public housing 
rogram. 

f Last year the Senate passed a bill authorizing annual construction 
of 135,000 units of low-rent a housing, the average annual volume 
authorized by the Housing Act of 1949. 

In taking this action, the Senate evidenced its conviction that a 
large-scale public housing program is absolutely necessary if we are 
to begin to provide decent housing for low-income families. 

In view of the insignificant trickle of public housing permitted in 
recent years, the AFL-CIO strongly believes that the program con- 
templated in the Housing Act of 1949 should be authorized and com- 
pleted as rapidly as possible. The 200,000 units for each of the next 
3 years authorized by S. 3158 constitutes a rockbottom minimum, and 
we therefore urge prompt and full authorization of this program as 
provided in title I of $3158. 

Senator Lenman. Mr. Shishkin, I want to point out that Mr. Cole 
acknowledged and admitted that the 35,000 public housing units he rec- 
ommended would not even be sufficient in number to take care of the 
families that had been displaced through urban redevelopment. So, 
even on his own figures, there would be nothing left; there would be 
a deficit because of the need of moving families disposed by slum- 
clearance redevelopment. There would not be a single unit for the 
general public who needed low-rent houses. 

Mr. Suisuxrn. You are touching upon, Senator Lehman, a very im- 
portant point. Housing cannot be divorced from the rest of our lives. 
What goes on today in the course of economic growth, the construction 
of highways and turnpikes, the construction of transportation facili- 
ties, the construction of needed public and commercial buildings, and 
shifts that go on in the communities, they all call, if properly planned, 
for razing existing structures. This involves the elimination of homes 
where people now live. Unless for those who are in the middle-income 
and low-income brackets there is provision for new housing construc- 
tion, these people simply won’t have anyplace to go. 

That is the big problem in American housing today. 

Senator Sparkman. Mr. Cole’s figures were that over the next 3 
years there would be approximately 260,000 displaced by urban re- 
newal projects, slum-clearance projects, and, of those, 131,000 I think it 
ee require public housing to house them. About half of those 

isplaced. 
he request is 35,000 a year, and 3 years would be 105,000, so it would 
leave a deficit of 26,000 without having any for elderly persons, or for 
the regular low-income—the needy low-income families. That is the 
deficit Senator Lehman refers to. 

Senator Lenman. I just can’t follow his reasoning at all. He claimed 
that 35,000 would satisfy the demands for low-cost housing, but by his 
own figures there is a deficit even in the number of units required 
merely for slum clearance and urban redevelopment, quite aside from 
all other requirements, 

Mr. Suisuxrn. May I have Mr. Bert Seidman, our economist, com- 
ment on this? 

Senator Sparkman. Yes. 
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Mr. Serpman. Mr. Cole has acknowledged that 35,000 bears no re- 
lation whatsoever to the need, but is simply their estimate, however 
they arrive at it, of what they think the Congress is willing to enact, 
Just why they should be in this business of political prognostication 
rather than indicating housing need, I don’t know. 

Senator Lenman. I forgot to say that, in addition to the figures 
given by our chairman, it was also pointed out that even in the face 
of many, many discouragements the requests that come in over a short 
period of time for new public housing, exclusive of that needed to re- 
house people who are dispossessed through urban redevelopment, was 
in excess of 500,000. 

Senator Sparkman. Mr. Cole, on several different occasions, said 
that they were not setting this figure up in response to the needs, that 
they were not applying any needs test. I did understand him to say at 
one time it was to meet the demand. Then when Mr. Slusser gave the 
figures, it clearly showed the deficit merely to meet those displaced by 
slum-clearance projects. Then they brought out the idea that they 
were trying to be practical and believed that was all Congress could 
give. 
~ Tt is my own feeling that Congress would give whatever number 
was shown to be necessary or to be needed. 

I believe that is your opinion, that they ought to ask for the number 
that is needed to do the job, whatever that number may be. 

Mr. Suisuxin. That seems to us to be the responsibility of the 
Housing Administrator. It seems to us also that the approach should 
be in terms of the need and the way in which a realistic program that 
fits our economic pattern and the basic national policy and its declara- 
tion would help carry out the objectives of this policy. 

But actually in the approach to public housing, there seems to be a 
constant theme that runs through everything that is done in con- 
nection with it, and I think that that theme always is, “Let’s keep 
public housing down. Let’s do as little as possible.” 

Looking at the Administration bill, S. 3302, and the terms in which 
the public housing program is referred to, the authorization is a 
matter for congressional consideration and enactment—the adminis- 
tration’s recommendation is not an indication to Congress of how much 
of it should be done. 

But it is an indication of the limit beyond which Co should 
not go. That is the way the language is written in this bill : “It should 
be no more than,” instead of it beg so much, I think that is a re- 
flection of the attitude that runs through the theme of the administra- 
tion proposal. 

I would like now to turn to housing for middle-income families, Mr. 
Chairman. 

HOUSING FOR MIDDLE-INCOME FAMILIES 


The extent to which middle-income families are priced out of today’s 
housing market has already been indicated. Most moderate-income 
families are simply unable to purchase or rent houses or apartments 
at costs they can afford. The high prices which many middle-income 
families have had to pay for housing has forced many of them, par- 
ticularly families of veterans and others in the younger age group, to 
stint on food, medical care, clothing, and other necessary items in the 
family budget. 
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I wanted to reinforce the point by indicating that the housing ex- 
penditures, as a percent of the total personal-consumption expendi- 
tures, has been going up. The point that I wanted to emphasize par- 
ticularly is that when people have to have a roof over their heads and 
they have no place to live, they will allow a larger proportion of the 
family budget for housing than is proper and, if they do so, that. will 
cut into the expenditures for other things and other needs, including 
food and clothing and other necessities. 

In connection with this, I would like to have inserted, at the con- 
clusion of my testimony, a table on housing expenditures as a per- 
centage of total personal-consumption expenditures, based on the fig- 
ures supplied by the Department of Commerce. 

Senator SpARKMAN. Very well; that will be inserted in the record. 

(The table referred to follows :) 


Housing expenditures as percent of total personal consumption expenditure, 
1950-55 


Total 
personal 
consumption 
expenditure 


Housing | Housing 
expendi- | as persent 
ture! | of total 

j 





1 Includes imputed rental value of owner-occupied dwellings. 
Source: Department of Commerce, 


Mr. Suisuxrn. America needs a housing program that can with- 
out subsidy assure an opportunity for middle-income families to ob- 
tain good homes within their means. Enactment of S. 3158 would 
go a long way toward meeting that objective. 

Title II of S. 3158, following the principle first developed in the 
Sparkman-Spence bill of 1950, would establish a National Mortgage 
Corporation with authority to make loans for cooperative, sales and 
nonprofit rental housing for moderate income families. Such housing 
would have to meet pp eine standards of construction, space and 
availability of community facilities and services. 

It would be an entirely unsubsidized operation. The Corporation 
would make loans at a rate based on the cost to the Corporation of 
capital investment and borrowings from the private market, plus one- 
half percent to cover the corporation’s overhead, administrative ex- 
penses and reserves. At the present time, ass the Corporation 
were to invest its funds in long-term Federal securities—30—40 year 
issues—the rate would be slightly less than 3.5 percent. 

Mortgage loans made uy the Corporation could be amortized over 
a period up to 40 years. At the low interest rate made possible under 
this program, long-term amortization would be desirable since it would 
not unfairly burden the consumer with high total costs and would 
perinit a considerable reduction in monthly housing costs as compared 
with terms involving a higher interest rate and a shorter amortiza- 
tion period. 

For example, the monthly charge on a $10,000 mortgage financed at 
the current 5 percent effective FHA interest rate for a 25-year amor- 
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tization period is $58.50, while the same mortgage financed at 3.5 per- 
cent for a 40-year period would involve a monthly charge of $38.70, 
a difference of nearly $20. 

The total monthly housing costs (including taxes, insurance, and 
maintenance costs) would be $91 and $71 respectively. It would re- 
quire an annual income of $5,460 to carry the 5 percent, 25-year finane- 
ing, but only $4,260 for meeting the costs involved in the 3.5 percent, 
40-year financing. 

It can be seen, therefore, that by reducing the financial charges, it 
would be possible for a far larger proportion of middle-income fami- 
lies to obtain houses at costs they can afford. 

The AFL-CIO believes that title II of S. 3158 would provide an 
effective program to make financing on reasonable terms available for 
housing for middle-income families. We therefore urge this com- 
mittee to recommend authorization of this program by the Congress. 


HOUSING FOR THE AGING 


An important feature of the resolution on housing unanimously 
adopted by the AFL-CIO convention last December was a section 
calling for an effective program of housing for the aging. We are 
gratified that a number of bills have been introduced to make available 
more housing meeting the special requirements of the aging. 

All of these bills contain desirable features. S. 3158 provides that 
10 percent of all dwellings built under programs authorized under this 
legislation should be set aside for the use of the elderly. This would 
include, of course, the public housing and middle-income housing pro- 
grams authorized by this bill. 

Since it is anticipated that in 1960, 10 percent of our population will 
be aged 65 and over, this proportion is probably about right. 
however, experience indicates that the allocation for the elderly of 
10 percent of the units authorized under this bill is not sufficient, we 
would advocate authorization of additional units in each program 
over and above the total number already authorized. 

I would like to point out one of the primary population changes in 
our country today is that the population is growing older. The num- 
ber of those in the higher age bracket has increased rapidly and is in- 
creasing. The progress made in the medical profession and improve- 
ment in health standards and treatment has added to our responsibility 
to make this progress really worthwhile. Hence our realization that 


the housing for the aged program is one of the very important areas 
in which we need to devote attention. 


ADMINISTRATION BILL EXTREMELY INADEQUATE 


We feel that the administration bill is extremely in uate. In 
discussing the various features of S. 3158, I have described the kind 
of a housing pro: the Nation needs. Even cursory examination of 
S. 3302, a bill embodying the administration’s recommendations, clear- 
ly indicates that this bill ignores the most urgent housing nee« 

Instead of the large-scale public housing program that, is desper- 
ately needed, this bill authorizes only 35,000 units a year, 10,000 units 
less than the tiny authorization for the current fiscal year. 

Moreover, it would restore the completely unworkable restriction 
on public housing construction, contained in the so-called workable 
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program, which Congress wisely eliminated last year. Presumably as 
a substitute for an adequate low-rent housing program, the bill pro- 
poses to tinker with the FHA 221 low-cost private housing program, 
a program which has shown no signs whatsoever of ever providing any 
appreciable volume of housing within the means of low-income 
families. 

S. 3302 not only offers no hope for decent housing to low-income 
families, but it completely ignores the needs of middle-income families. 
It would not alter in the slightest the unduly high financial charges 
which have kept the hight-cost houses currently being sold out of the 
reach of most middle-income families. 

Although the bill purports to provide housing for the elderly, all 
it really does is to permit the elderly to compete with younger families 
with children for the pitifully inadequate number of low-rent public 
housing units which the bill woud authorize for both groups. 

Thus, in every respect, S. 3302, the bill recommended by the adminis- 
tration, fails to come to grips with the major housing problems facing 
the Nation. 

I have some brief comments, Mr. Chairman, on other housing bills 
which your committee has under consideration on this subject and I 
have included them in a eee appendix which I would like 
to have an opportunity to submit at the conclusion of my statement. 

Senator SparKMAN. That will be done. 

Mr. Suisu«rn. Thank you. 


CONCLUSION 


Introduction of 5. 3158 affords the Congress, for the first time in 
many years, the opportunity to enact a housing program attuned to 
the needs of mideentury America. By authorizing programs which 
would bring housing within the financial reach of families at every 
income level, enactment of S, 3158 would also assure that the Nation 
could meet its total housing requirements. 

The AFL-CIO asks the members of this committee to give serious 
and sympathetic consideration to the comprehensive housing program 
authorized by S. 3158. We are confident that after studying the pro- 
visions of this bill, you will come to the conclusion that adoption of 
S. 3158 would give America the housing program which is in the best 
interests of the entire Nation. 


(The appendix referred to follows :) 


AFL-CIO CoMMENTS ON Proposep Hovusine Brits (8. 2762, 8. 2790, anp S. 3186) 
HOUSING FOR THE ELDERLY (8. 2762 AND 8. 2790) 


Both bills would authorize low-rent public housing to meet the special needs 
of elderly families and single individuals. §S. 2762 authorizes annual construc- 
tion of 15,000 units for this purpose for the next 5 years, while S. 2790 authorizes 
10,000 units a year for 4 years. In view of the urgent need of low-income aging 
families and single individuals for decent housing accommodations, we regard 
these bills as a step im the right direction. However, the authorization should 
be expanded to at least 20,000 units a year, as authorized in S. 3189 and perhaps 
to as much as 50,000 units a year. 

S. 2790 also provides for FHA mortgage insurance for units which would have 
a maximum cost of $8,000 ($9,000 in high cost areas). These amounts seem un- 
realistic in view of the current level of construction costs. Presumably the 
maximum cost of the units to be built under this proposed program is established 
at such a low lével in order to assure monthly housing costs within the means of 
the average elderly couple. In view of the experience under the FHA 221 pro- 
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gram, however, it would seem far more likely that monthly housing costs could 
be reduced to the necessary level by providing for low-cost loans with a long 
amortization period rather than by establishing maximum mortgage amounts be- 
low realistic levels. 

The bill’s provision for privately built housing for the aging establishes the 
maximum mortgage amount at 95 percent of the FHA Commissioner's estimate of 
value. The experience with the value concept under the FHA 213 cooperative 
housing program clearly demonstrates that it is entirely unworkable for special 
types of housing such as housing for the aged. The test should be replacement 
cost rather than value. 


COMMISSION ON NATIONAL HOUSING POLICY (8. 3186) 


We are generally sympathetic with the general purpose of this bill which is 
to launch a study of the ways and means of encouraging adequate financing for 
residential construction. However, the AFL-CIO strongly urges that develop- 


ment of needed housing policies and programs should not be delayed pending 
such studies. 


We have already had the extensive studies of the President’s Advisory Com- 
mittee on Housing Policies and Programs, the excellent reports on a number of 
important housing issues by the subcommittees on housing of both Houses of 
Congress, as well as numerous private studies. These studies clearly indicate 
the major areas of housing needs and the housing programs and policies re- 
quired to meet them. While we would welcome any additional light which can 
be thrown on the Nation’s housing problems, including the questionable prac- 
tice of discounting Government-supported mortgage against which S. 3186 is 
especially directed, we are strongly of the conviction that adoption of needed 


housing policies and programs should not be held up pending the completion 
of such studies. 


If the commission contemplated in 8. 3186 is established, we would urge that 
it have a much broader membership than is indicated in section 2 of the bill. 
In particular, there is no reason why the commission should have such a heavy 
representation from the administrative agencies. We also recommend that the 
commission include adequate representation from labor, housing, and other 
public-interest groups. 

Mr. SuisHxin. This concludes my statement, Mr. Chairman. In 
concluding it, I would like not only to thank the chairman and the 
committee for the opportunity to present our views in behalf of this 
legislation, but to indicate to you that, as far as our organization is 
concerned, we consider it one of the foremost problems with which we 
are confronted today. It reaches everywhere into the life of the com- 
munity. It reaches everywhere into the life of the Nation and we, to- 
day, in the midcentury America, just cannot afford to neglect the very 
real and urgent need with which we are confronted. 

We also know that our failure to do so now might affect, toa very 
large degree, our ability to accomplish what everyone wants to accom- 
plish and that is to see that the expanding economy is continued and 
that we avert and avoid right now when we are at the peak of the 
boom, a slide down into a depression. This bill, as outlined in S. 3158, 
would really help accomplish that and hence our very strong and 
urgent plea to this committee to give it favorable consideration. 

Senator Sparkman. Thank you, Mr. Shishkin. 

Senator Leuman. I want to compliment Mr. Shishkin on a very, 
very clear statement. 

Mr. SuisHxin. It might be helpful to the committee, Mr. Chairman, 
if I submit this chart. I was wondering if that could be printed. 

Senator SparKMAN. We will be very glad to have it. 

Mr. SuisHxin. If it is possible, we will appreciate it. 

(The chart referred to will be found on p. 406.) 
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Senator Leuman. Congress is inevitably likely to be affected by 
the statement of needs or demands presented by the Housing Admin- 
istrator, representing the administration. He says that all that 1s 
needed or all that has been asked for is 35,000 units a year of public 
housing. That is bound to have an impact on members of Congress. 

Those figures in my opinion are so completely inaccurate and so com- 
pletely fallacious that the facts must be brought to Congress just as 
forceably as possible—the real needs. ; 

I hope the influence that might be brought to bear on the considera- 
tion of this subject by fallacious statements by the Housing Admin- 
istrator representing the Administration will be contradicted at every 
possible opportunity and the situation really made clear to as many 
members of Congress, as possible. 

Of course, I fear that unless the facts are brought strongly to bear, 
that they may be influenced by these inaccurate figures given by the 
Administrator. . 

He also made a statement that he thought S. 3158 would seriously 
handicap private initiative and the industry, itself. My judgment 
is that that bill instead of handicapping the industry would give a 
stimulus to the industry—a very substantial stimulus. 

Mr. Suisuxrn. I think there has been extensive experience, Senator, 
showing that rehabilitation of those blighted areas of the community 
and the availability of public housing has given positive stimulus to 
the community and has given a tremendous boost to private enterprise 
development. You can see that in everyone of those areas, where it 
is a good product, where a slum has been changed to a livable place, 
there are private developments all over that have sprung up around 
them. 

Senator Sparkman. Thank you very much, Mr. Shishkin. 

Mr. Sutsuxtn. Thank you, Mr. Chairman. 

Senator SparkMAN. The next witness on the list is Mr. Wallace 
Campbell. 

Mr. Campbell, if you have no objection, since you are here in Wash- 
ington, we will call the next witness, who is from out of town. Is 
that all right with you ? 

Mr. Campsety. That is all right. 

Senator Sparkman. The Honorable Richard C. Lee, Mayor of New 
Haven, Conn., will be our next witness. 

Senator Bush ? 

Senator Busn. Mr. Chairman, I am very happy to introduce Mayor 
Lee to this committee. He comes not only as the mayor of the second 
largest city in Connecticut, but more particularly to represent the 
American Municipal Association in testifying on this legislation. 

While Mayor Lee is only beginning his third year as mayor of 
New Haven, I venture to say that the American Municipal Associa- 
tion would have difficulty in finding one of their members who knows 
more about this subject, or has learned more about it through intense 
and vigorous experience. As he will tell you, our development in 
New Haven has taken place largely under his vigorous leadership and 
is one of the outstanding redevelopment programs in the United 
States today. It is just getting under way. We one day expect to 
have, to show this committee, you might say the show place of the 
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East, if not of the United States in connection with a very large rede- 
velopment program. 

This program which he is conducting there, involves almost every 
angle of urban redevelopment. It is not only slum clearance, but it is 
the relocation of private business as well as private homes. Also the 
introduction of a new modern high speed controlled access highway 
right through the center of town. It is a very complicated, a very 
ambitious and a tremendously exciting project. , 

I am very proud to present the mayor of New Haven to this com- 
mittee at one highly competent to give testimony on this question. 

Senator Sparkman. Thank you, Senator Bush. 

Mayor, we are glad to have you with us. You may proceed in your 
own way. 


STATEMENT OF RICHARD C. LEE, MAYOR, NEW HAVEN, CONN, 
REPRESENTING AMERICAN MUNICIPAL ASSOCIATION, ACCOM- 
PANIED BY EDWARD J. LOGUE, DEVELOPMENT ADMINISTRATOR, 
NEW HAVEN, CONN. 


Mayor Ler. May I begin by thanking the Senator from Connecticut 
for his very pleasant words. I would say in return that much of the 
progress we have made in the past nine months has been in major part 
responsible for the way in which he has handled the Washington end. 
I am most grateful to him, as I say again later in my prepared text. 

As the Senator said, am mayor of New Haven and I speak not only 
for myself but also for the American Municipal Association, which 


represents 12,000 municipalities through the United States. 

I have with me, Mr, Edward Logue, who is the development. ad- 
ministrator of New Haven. The bulk of the program is under his 
wing. He is responsible for it and with me, he will be glad to answer 
questions at the conclusion of my prepared testimony. 

The position I am taking here is, in my judgement, consistent with 
both the letter and the spirit of the a ao on housing adopted 
last November at the annual con: of the American Municipal 
Association. A copy of that resolution is here presented for your 
information. 

I speak, too, as the elected chief executive of an old and distin- 
guished city of 165,000—a city which in the past 2 years has developed 
the largest urban renewal and redevelopment pregrars in New Eng- 
land. The New Haven program compares favorably in size and scope 
with that of any city in the country in the population bracket of 
250,000 and below. : 

I would begin by saying that I shall be happy at the conclusion of 
my testimony to answer any nontechnical questions you_may have 
about our en renewal and redevelopment program in New Haven 
and the impact of this kind of program, in general, upon our munici- 
palities throughout the country. : 

However, I am not a technician and am not qualified, therefore, to 
answer technical questions. I am sure, anyway, that you have ade- 
quate means of getting the r answers on any technical, matters 
which may be contained in the legislation under di ion today. 

I appreciate very much having the opportunity to appear before 
you and would like to express my appreciation for your consideration. 
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PROBLEMS OF URBAN SLUMS 


We Americans as a people are often boastful that we have the highest 
standard of living in the world. By and large, that is true. However, 
as a Nation and a people, we are losing the battle against slums and 
blight. Walk up the narrow, rotted, stinking stairways in the slums of 
any of our cities—open the door; what will you find? In New Haven 
as well as in New York, in the North as well as the South, on the west 
coast as much as in New England, you will find families crowded in, 
5 or 6 persons to a room, 1 toilet for a whole building, an absence of 
proper heating, lighting, plumbing. 

These slums are the great unsolved problem in America today; for 
not a single city in the country has solved the problems of slums and 
spreading blight; not a single one. Let one mayor claim his city has 
done it and a thousand of us mayors will visit him right away to learn 
his city’s secret. 

The American people do not believe in slums. They believe in de- 
cent neighborhoods, with pleasant homes, good schools, ample play- 
grounds. If they cannot find it in the cities they will move to the sub- 
urbs, as they have by the millions. Give them a chance to vote for a 
program to conquer slums and, believe me, they will vote for it. 

In the States you gentlement represent, all of you have large cities 
just as, in some instances, you have tremendous farmlands. Now as 
Americans we have supported the enormous operations of the United 
States Department of Agriculture because we believed it could do the 
job of aiding farmers to increase productivity and reduce the back- 
breaking toil of farm labor. This job has been done successfully; it 
has been done magnificently. 

But what of the cities in your States? Most of our American peo- 
ple now live in the cities, and I do believe that the time is here when 
the great and many unsolved problems of our cities deserve the same 
kind of attention which our farmers have received in our great agri- 
cultural program. 

This afternoon, accordingly, I would urge your support of the pro- 
posal in Senator Lehman’s bill which would establish a Department 
of Housing and Urban Affairs with Cabinet rank. I recognize, as do 
most mayors across the country, the tremendous impact of these most 
serious problems in the field of housing; and I feel, as does the Ameri- 
can Municipal Association and all of our members, that only when 
such a Department is created will the proper attention be given to 
the problems within our city boundaries. _ 

I would divide my presentation today into several parts and I begin 
by discussing the workable program. 

For 50 years—going back to the “city beautiful” movement—plan- 
ners have been aD, S70 plans for better cities. 

For 20 years—going back to the National Housing Act of 1937— 
public housing has been held out as the answer to our slums. 

And yet the slums have continued to get worse. In New York City, 
for example, a million people, more or less, live in the so-called old- 
law tenements. The numbers are comparable in other cities across the 
country. 

I recognize that the planners have never had enough resources and 
that public housing has never been given a real chance, but the impor- 
tant thing is that, for whatever reason, these answer have not worked. 





412 HOUSING AMENDMENTS OF 1956 


For the first time, in the workable program concept and in the Hous- 
ing Act of 1954, as amended, we have a program which gives promise 
of being able to do the job. I say “gives promise” advisedly, 

It will require sympathetic support from the Congress, ample funds, 
vigorous Federal administration, and a large dose of courage, imagina- 
tion, and leadership at the local level. 

I do not think the controversy about the workable program require- 
ment as a prerequisite for public housing is important. If the work- 
able program idea is a good idea, as I think it is, and if it works, as 
I think it will, then in 4 or 5 years everybody will be doing it. There 
are some cities which need public housing now and are not ready, for 
some local reason, to go into an urban renewal program. The Congress 
— not attempt to force cities into urban renewal before they are 
ready. 

Much as we may have faith in it, none of us can yet prove by actual 
experience that the workable program is the right and final answer. 
Therefore, I say let us postpone for a few weeks the requirement of a 
workable program as a prerequisite for public housing. 


PUBLIC HOUSING 


My second point this afternoon deals with public housing. For 20 
years, for all its short life, public housing has been a source of contro- 
versy which has often been reduced to the name calling level on both 
sides, 

I predict to you gentlemen that 5 years from now the controversy will 
end, that the public housing program will be bigger than ever. 


Those who have opposed it will come to wepeeny it, and those who 


have endorsed public housing as a cure-all will come to recognize that 
its primary function will be to serve as a relocation resource for fam- 
ilies displaced by urban renewal and redevelopment, by housing code 
enforcement, and by urban arterial highway programs. 

Communities will insist on urban renewal and redevelopment pro- 
grams when they see what it has done elsewhere. This is the American 
way, and the great virtue of our Federal, State, local systems of govern- 
ment. As experience grows with housing codes, communities will in- 
sist on adequate codes and vigorous administration. 

When the Congress and the State governments authorize a sub- 
stantial amount of highway money for urban freeways, people tie? 
where are going to insist on them, Nobody is in favor of today’s traffic 
jams. 

As these programs prove themselves in a few key pilot cities the 
demand for similar programs will grow across the country. And it is 
then that the controversy over public housing will end, for people, fam- 
ilies, will live in the path of these proposed improvements, which will 
ocenr mostly in slum and blighted areas. 

The families cannot be put on the streets. They cannot afford decent 
housing, for if they could, they would long ago have had proper hous- 
ing. They cannot just be made to move into other slums and so the in- 
evitable answer will be public housing, keyed to relocation. 

But public housing in that situation will not be a threat to anyone; 
it will be just a part of an overall program of urban renewal which 
we nave STP enterprise as its major emphasis, and its major source 
of capital. 
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In the interval, however, you gentlemen are faced with the question 
of how much public housing you should authorize now. It is diffi- 
cult to measure the exact need. Hundreds of thousands of American 
families live in slums and blighted areas with incomes which price 
them out of the decent housing market. 

In compassion for these families and in shame that these conditions 
exist in the richest country in the world, I urge that you approve the 
200,000 unit per year proposal incorporated in Senator Lehman’s bill 
and endorsed by the American Municipal Association. 


URBAN RENEWAL 


Turning to another phase of the legislation before you, I would 
like to comment on the urban-renewal program. The first thing to 
be said about it is that it isa local program. 

The Congress may provide the money and the Housing and Home 
Finance Agency may pass it out, but the heart and soul—indeed, the 
only hope of success—for this program is at the local level. 

The reason is simple. Urban renewal upsets people’s habit  pat- 
terns. It causes dislocation. City hall becomes a different place. 
People start taking the planners seriously. The ivory tower must 
come tumbling down. 

To put a program like this across requires courage, imagination, 
and leadership, at the local level—in abundance. 

Wherever that leadership and community support is found it should 
be encouraged. The Federal administration of this legislation can 
make or break the program at the local level. 

My technical staff assures me that there are no basic deficiencies in 
the present renewal and redevelopment statutes. The changes pro- 
posed by the legislation now before your committee are technical— 
and I understand that they will help simplify and expedite the 
program. 

On this basis, I urge approval of all of the amendments contained 
in title III of S. 3158. I urge, too, that you consider adding amend- 
ments that will let us in the cities plan for larger areas without so 
much emphasis on the project concept. You should encourage us to 
look at our total need. I will have more to say on this later in con- 
nection with prior approvals. 

As part of this change, I recommend that planning advances be 
permitted without capital-grant reservations. The divorcing of 
planning advances from grant reservations would add flexibility. 

I am for these amendments because they will simplify administra- 
tion and expedite the program. 

The primary concern of anyone who gets as involved in this pro- 
gram as we have, is time. I am appalled at the length of time it takes 
to complete redevelopment or renewal planning, and to prepare and 
process preliminary and final project reports. 

Some of the time is lost on the local level, and for this lost time I 
can offer no excuse. Often local delays result from a failure on the 
part of the chief executive to understand and support the program, 
and to staff it properly, not alone with planners but with adminis- 
trators who can move it along. 

But, even where there is local leadership, the detailed and, to us, 
cumbersome administrative steps required by the Urban Renewal Ad- 
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ministration are a source of frustration and delay. They are to us in 
New Haven, and I find, I know, that our experience in this respect is 
not unique. New Haven has Connecticut’s—New England’s—largest 
and most active redevelopment program. 

Mayors and redevelopment officials from throughout Connecticut 
and i ccneieain have come to New Haven to see our program. With- 
out exception, they have told us of their sense of frustration and the 
delays they are encountering. 

This experience is not Rimited to New England, either. I have 
read report No. 1 of the so-called Rains subcommittee which discusses 
the “welter of redtape involved in the Federal administration of the 
urban redevelopment and renewal programs and the FHA urban 
renewal insurance program.” I agree with the comments made in that 
excellent report. 

Time concerns me as a mayor because time goes to the heart of my 
ability to carry out a suecessful renewal program. I believe in renewal. 
We, the city and the citizens, have a real program under way. It is 
big, it is necessary and, I believe, it is practical. 

Our a is rolling now. It took time to work = a head of 
steam, but the program is under way. Unnecessary delay through 
redtape can destroy this impetus, whittle away the acceptance of the 
temporary inconveniences that are necessarily incident to reconstruc- 
tion, and hamper or kill the program. 

Another consequence of delay is increased cost and increased in- 
terest charges, increased tax loss, increased administrative overhead, 
increased social costs. 

Finally, delay can be fatal to the chances of successful rehabilitation 


of a deteriorating neighborhood. This fact is not widely known. It 
is important that you understand it. If it takes 2 or 3 years longer 
than it should to get a clearance plan underway—well, the area is to 
be cleared so further decay does not really hurt. 
But this isn’t true of a renewal area. I fear that many areas which 
today can be a will be beyond the point of redemption before 
ally 


renewal plans fin get off the ground. People won’t wait. They 
will move out. Blight will intensify into slum, and total clearance 
will be the only answer left. 

Accordingly, we in New Haven have studied this question rather 
extensively and have several recommendations to make. 

First, the Urban Renewal Administration should get the staff it 
needs to do the job. We complain about delay, but the fault is usually 
not in the people who work with us in the Federal agency. For ex- 
ample, I know that the New York Regional Office is understaffed for 
the workload it carries. One field representative is handling 30 
projects. It is false economy for the Federal Government to skimp 
on personnel in a way that increases project costs and hinders the 
effectiveness of the program. With the staff they have they have done 
well, but they need much more help. 

Second, a determined effort should be made to eliminate unnecessary 
reviews and restrictions. If the Federal agencies insist on supervis- 
ing the details of our operations, they will never have enough staff. 

want to congratulate Administrator Cole for setting up a task force 
to do what needs desperately to be done. I understand that he has 
instructed this task force to study the law to see what the absolute 
minimum requirements are. He wants a set of procedures consistent 
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with the minimum statutory requirements for Federal review and 
control. . ‘ \ 

Gentlemen, every mayor in the country will thank you if you support 
Mr. Cole and Mr. Follin in their efforts to simplify the program. 
urge that the task force work closely with those municipalities which 
have the most experience in this program. I am sure they can show 
the task force where to eliminate yards of redtape. 

Essential to a simplification of the program and the elimination of 
delay is a recognition that we mayors and other local officials are re- 
sponsible people. ( 

Administrative regulations and manuals should not assume that we 
are children, or incompetent, or dishonest, or that pleasing the General 
Accounting Office is more important than making the program work. 

We mayors do not get into this kind of program unless we are will- 
ing to assume nesprnsabiity and take the political risks. We have to 
face up to the implications of what we want to do. 

The initiative is local. One-third of the net cost is local, a fact 
often ignored. We need your help. Together, city and the Federal 
Government, we can do a job. 

But, if we have the courage and the vision on the local level, you 
should give us not only prompt service and full cooperation, but con- 
siderable flexibility as well. 

Prior approval procedure: The present prior approval procedure 
permits a city to get credit for its own improvements only when they 
are located in a defined urban renewal area for which an application for 
a planning advance has been approved. In addition, the proper ap- 
proval procedure. is not only cumbersome, but it is time consuming. 

You should encourage us to look at our total needs; you should en- 
courage us to integrate our total capital budget program with a total 
approach to urban renewal, 

The prior approval requirements must be completely rewritten if 
urban renewal is to work. The increased tax yield from the redevelop- 
ment of a totally cleared site can be substantial enough so that man 
cities can afford to put up a substantial share of their one-third contri- 
bution in the form of a cash grant. 

This is not, however, the case with renewal. The tax increment will 
be much smaller and all or nearly all of the city’s one-third share will 
have to come in the form of a noncash grant-in-aid, the credit received 
for new schools, playgrounds, street repairs, and so forth. 

To summarize: Cities cannot afford both an adequate citywide pro- 
gram of public improvements and a comprehensive urban renewal 
program without a drastic revision of prior approval procedures. 

I urge that you write into the law a provision that prior approval 
be given for any eligible public improvement simply on the statement 
by a municipality that: 

(1) The improvement lies within or serves a slum or blighted area; 

(2) It is the city’s intention within 5 years to file an application 
for an urban renewal planning and survey advance; 

(3) The Federal Government will accept the municipality’s state- 
ment at face value, subject to the proper supporting data at the time 
the application is made for a loan, and grant contract for the project. 

This kind of storing up of prior approvals wil] encourage cities to 
go ahead with needed public improvements, confident that they not ~ 
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only serve their immediate purpose, but they are building up credits 
toward their one-third share, 

No single step you could take would serve as well to stimulate this 
program across the country. 

The function of public housing: The Federal Government got into 
the public housing field 20 years ago in a period of deep nationwide 
economic depression. 

At that time, President Roosevelt described one-third of this Nation 
as ill-fed, ill-housed, and ill-clothed. Few people challenged the ac- 
curacy of his statement. We have come a long way and learned a lot 
since that time. 

In those days public housing was needed for a cross-section of our 
population, mostly average working people who could not afford 
decent housing. Today that situation is changed. Public housing 
has become the answer to some of the most severe problems in our stil] 
imperfect society. 

In the North, and I suspect in the South as well, the largest single 
source of supply of decent housing for Negro families is public hous- 
ing. Public housing has also become the major housing resource for 
families who are covered under our welfare programs—State, local 
and Federal; that is, broken families, for families under the aid-to- 
dependent children program, and ordinary local welfare cases. 

One group which has been overlooked, however, in our public hous- 
ing program and for whom as yet no major provision has been made 
is the over 65 age group whose earning power—as all of our actuarial 
studies show—is in a sharp decline after that level is reached. 

It is not possible for many older people to pay the rents required 
for decent private housing. In their final years, as a result, many of 
them wind up in the older areas of our city, in the slums and blighted 
areas which got scheduled for redevelopment and renewal. 

In our Oak Street project in New Haven, for example, there are 
two or three hundred of these old people living in slum housing, usually 
alone. 

Under these conditions it should not be surprising to you that many 
of them have lost any real desire to live: they are just existing. 

As medical science aids people to live longer lives, so will this prob- 
lem continue to grow in size and scope. Increasingly as a nation, we 
are going to be faced with the need for specialized pres housing for 
our senior citizens. The need now exists and will become more acute 
with each passing year. 

I urge, accordingly, that in this present. session of Congress at least 
10,000 units be authorized to launch immediately a program designed 
to solve this all-important problem. 

However, the main point I would make this afternoon is a basic 
point and a simple one: The function of low rent, federally aided pub- 
lic housing is changing rapidly. 

There is an ever-increasing tendency to regard public housing as the 
solution for those families among us whom we consider to be problems: 
problems because as a society we have failed to find more satisfactory 
answers. In this situation, and for lack of a better remedy, public 
housing is being used for old people because their offspring no tong 
take care of them as once they used to; for broken families because 
having gone so far as to provide minimum budgets for them we should 
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provide decent housing as well; and finally, tragically enough, for 
Negro families because there are those in our cities and towns through- 
out America who are not yet Christian enough to welcome them as 
equals and as neighbors. 

These points I have made are obviously truths to those of us who 
are charged with the management of the municipalities throughout 
the country. And since they be truths, then it is my frank opinion 
that public housing is headed for serious trouble. 

Big public housing projects in our cities are in danger of becoming 
isolated from the community as a whole. They are clean and sani- 
tary to be sure, but nonetheless places where we are inclined to put 
the people we do not know what to do with. People who are old, 
or families who have lost their breadwinner or people whose skins are 
of a different color. 

I would recommend, therefore, two things which I do believe will 
aid substantially in the correction of these conditions. 

1. Public housing should try to get away from the project con- 
cept. We believe that groupings of from 50 to 75 units integrated 
into our existing neighborhoods and community patterns might well 
provide the answer. Families living in public housing should live in 
a neighborhood—not in a high rise, multiple family project which by 
its size and design is set apart from the rest of the neighborhood aie: 
indeed, the community. . 

If this idea is worth experimenting with, then extra allowances 
should be made for added site acquisition and construction costs for 
projects developed on a 50-75 unit basis; and allowances should also 
be made for extra management costs. I recognize in advance in stat- 
ing this that in New York, Chicago, and Philadelphia that their special 
problems might not make this approach workable, but it will work in 
hundreds of American cities the size of New Haven. 

The small unit project may not be a complete answer. But we in 
New Haven have enough faith to give it a try. We are planning a 
50-75 project in the Elm City of the kind I have described this after- 
noon, and it will be done under the State moderate rental program. 

We think it will work very well, not alone from the standpoint 
of ending the project tag but it will lessen, as well, the impact of huge 
developments on our local community pattern, on our education and 
recreation programs. 

2. The Housing Authority should be more than just a real estate 
management operation, for the overwhelming majority of the families 
come from slums and it is not just enough to provide them with four 
walls, decent plumbing, clean windows, light and fresh air. 

There also must be a provision for the assimilation of these families 
into our normal pattern of community living. They need guidance 
and they need counseling. They need social assistance to help them 
make the adjustments to normal patterns of norma] living in a normal 
community. 

Without this kind of help too many of these families fall back into 
the ways of the slums. They are evicted, as a final result, and return 
in desperation to the slums. In New Haven we are conducting an ex- 
periment with both es and public funds in which we are mobiliz- 
ing all of the available community resources to aid in the assimilation 
of our public housing families into a normal community pattern. 
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_ But this is not enough, in my opinion, the Public Housing Admin- 
ae should be senor to approve budgets which will pro- 
vide for: 

a. Community relations people to help integrate the project with 
the rest of the community. 

i. oat workers to assist in the adjustment from slum life to proj- 
ect life. 

c. Human relations workers to assist in the easing of racial tensions. 

d. Real estate experts to assist project families to move into decent 
private housing. 

Should these steps, if not all of them, at least several of them, be 
pursued—I am confident that long and constructive steps will be 
taken toward the solution of our ills in the field of public housing, and 
I am confident that I speak for the mayors all over America when 
I say that the results will be not just better neighborhoods, but better 
communities and better people, as well. 


FHA PROGRAMS 


Section 220 and section 221 are highly complicated subiects and 
T shall leave detailed discussion of them to others. Neither program, 
I understand, is going well. We have not had direct section 220 
experience ourselves but we will in another 90 days. 

I hope we will not experience the unusual delays that others have 
met with. The Hartford FHA office has been very cooperative and 
we are hoping for the best. 

Section 220 was intended by the Congress to be a key private enter- 
prise element in the total attack in slums and blight. The function as 
such, those responsible for its administration must recognize that we 
need the private capital in this program more than it needs us. 

In today’s booming economy private capital has ample investment 
opportunities. Delay and uncertainty in administrative policy fright- 
en off investors. If we want private capital in this program, and I 
think we all do, we must make the investment opportunities competi- 
tive. 

The only reason FHA is in this program is to spread the rick of 
mortgage lending in blighted areas. If FHA tries to take all the 
risk out, section 220 will prove to have been an idle gesture. 

I am told that FHA is moving toward a more realistic admin‘stra- 
tion of the section 220 program. I urge your committee to make the 
FHA aware of your interest in this * wth of attitude and. outleok. 
If boldly administered, section 220 can make an enormous contribu- 
tion to the success of our national housing and urban renewal program. 

Section 221 has not worked as it was originally intended. We have 
talked to realtors and home builders in the New Haven area. We 
found that there was no noint in apnlvine for an allocation mnder 
this program because with land and building costs as present. levels 
ncebody in our area can build for $8,000 or less. 

I recommend that section 221 be amende? to provide 100 nercent 
loans to families displaced by renewal activities, that the m-x'mum 
mortgage amount be increased to at lenst $10.000, and that the maxi- 


mum loan maturity be extended to 40 years. 
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It should also be made clear that section 221 financing should not be 
limited to new or rehabilitated housing, but will be also available for 
ordinary used housing. 

If section 221 is to function as a relocation resource, as intended 
by the Congress, these changes 8 essential. We, on the local 
level, need the help that a workab 


e section 221 program can give us. 
BIPARTISAN APPROACH 


Before I close I would like to congratulate the Congress for the 
bipartisan spirit in which it has approached those important prob- 
lems. It is our opinion in New Haven that an urban renewal pro- 
gram can be successful only if a united community supports it. We 
have that kind of unity in New Haven today in support of this 
program. Our Connecticut General Assembly has likewise ap- 
proached this problem without regard for partisan advantage. 

I can frankly state to you that I, as a Democratic mayor, er 
and regularly call upon your distinguished colleague Senator Bus 
for assistance in our program and he gives it without reserve. I 
would like to put my appreciation for Senator Bush’s help in the 
record of this hearing. 

I would conclude by restating the major points I have tried to make 
here this afternoon : 

1. Slums and blight are spreading rapidly in our cities. A national 
comprehensive attack is needed. It should be centered in a new De- 
partment of Housing and Urban Affairs headed by an officer of 
Cabinet rank. 

2. The workable program is a sound idea. I am confident it will 
become generally and voluntarily accepted as the basis of all of our 
efforts to rebuild our cities, However, it has not yet proven itself. 
I do not think it should be forced on communities which are not yet 
ready for it, in order for them to qualify for public housing. 

3. Iam confident that as urban renewal programs grow and exnand, 
the public housing controversy will disappear. It will be used for 
relocation and will be a larger program than ever. Right now fhe 
need is great. I support 200,000 units a year as a necessary minimum. 

4. Urban renewal is. a local program. It will fail or sucesed de- 
pending on local imagination, local courage, and local leadership. 
The basic Federal legislation is sound. What is needed at the Federal 
level is vigorous administration, adequate staff, a minimum of red 
tape, and a lot of room for local initiative and local responsibility. 

5. The prior pupsorsl procedure for local public improvements 
should be drastically revised te encourage communities to build up 
noncash, grant-in-aid credits. 

6. We must recognize that the function of public housing is chang- 
ing drastically. Cities should be encouraged to build projects in the 
50- to 75-unit size. The staffs of local housing authorities should be 
expanded to help slum families make the transition into decent. pub- 
lic housing and from there into decent private housing. 

_ %. The section 220 program should be administered boldly and 
imaginatively, recognizing that risks must be taken if private invest- 
ment in new construction in substandard areas is to take place on the 

large scale which is needed. 





420 HOUSING AMENDMENTS OF 1956 


8. The section 221 legislation must be revised to realistic levels. 
I suggest the ceiling be raised to $10,000. 

I am confident that should a majority of the points I have outlined 
be embraced in legislation adopted at this session of the Con ‘ 
the result will be an enormous drive to redevelop and rebuild our 
cities—the places where most of our American people now live and 
where, in fact, our whole civilization is centered. 

Senator SparKMAN. Senator Bush, have you any questions? 

Senator Busu. Mr. Chairman, yes. 

First, I want to compliment the mayor on a very excellent state- 
ment, a very good statement indeed. 

Mayor Lee, you have stressed considerably the importance of local 
support for these programs and the broadening of community interest 
in any redevelopment program. I have observed that you have at- 
tained that result to a very noticeable degree in New Haven. 

I think the committee would be interested if you would care to com- 
ment informally on what has been done there. How did you approach 
the question of getting the community behind you on this big project 
in the Oak Street development and the others which you have had 
in mind, 

Mayor Ler. Senator, you have put your finger on the basic point as 
to whether a program of this kind can succeed or fail. The pattern 
has been in cities across the country where it has failed or where it has 
lagged, is because it is due primarily to lack of local support and 
understanding. 

In New Haven we have attacked it on the basis that the whole com- 
munity must understand it before they can be for it and we have con- 
ducted a very vigorous campaign to acquaint people with what rede- 
velopment means and what it stands for. 

We have interpreted it in basic terms as better playgrounds and 
we have put them in and called it redevelopment. We have interpreted 
it in terms of better schools and we have put in better schools and re- 
built them and said, “This is redevelopment.” We have modernized 
ouy traffic and parking program and said, “This is redevelopment.” 
We have put in a pigeonhole garage and said, “This is redevelop- 
ment.” But most important of all we organized what is called a citizens 
action commission. It has 600 people right throughout the com- 
munity from all levels in the city. 

Senator Busn. How was that committee formed ? 

Mayor Ler. That was formed by me in consultation with the busi- 
ness leaders of the area. It is an area committee I might add and not 
just a city committee. It is representative of the chamber of com- 
merce, of business, industry, our retail organizations, of labor, capital, 
and is representative also of Yale University. The vice chairman 
is president of Yale University. 

It is financed completely from a private foundation grant. It meets 
once a month in my office. There are 15 people on the top committee 
and then we break down into various subcommittees and the sub- 
committees are drawn from all parts of the community so that when 
you talk about. the citizens action commission, people can relate it 
to someone in their neighborhood or in their district, or to some im- 
provement in their district which they understand and accept—not 
only understand and accept but support enthusiastically. 
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It is most important in: a,program like this. You must have it 
throughout the city or you will have no program, as people in our 
State have found. 

Senator Busn. I have 1 or 2 more questions. I wanted to speak 
about the matter of relocating families. 

Mayor Ler. Do you mean in relation to the Oak Street program, 
Senator ¢ 

Senator Bus. Yes. 

How are you handling it? Can you give the committee a general 
idea as to how you are handling in New Haven the problems of relo- 
cation, as for instance in the Oak Street project? It is a very difficult 
problem because the Oak Street development, Mr. Chairman, is not 
only partly slum residential, but business, too, so you have both fac- 
tors in there. 

Mayor Ler. Senator, we have gone into that Oak Street area—I 
might point out for the benefit of members of the committee who are 
not familiar with New Haven, we were able to persuade the State 
when they launched their highway program that one of their major 
connecter roads, an 8-lane express highway that will carry not only 
automobiles but trucks, buses, and so on—we urged the State and 
they finally agreed after months of negotiation, to build this connecter 
road right through a portion of our slums. Then we agreed in return 
that we would relocate not only the families which were in the path 
of this highway, but also. the businesses. 

When the State agreed to build this highway into our slum, we 
tied in our highway program with our redevelopment program and 
we are using State funds. This highway is goihg to cost $10 million. 
We have a $6.5 million loan in grant from the Federal Government 
where you have roughly $14 million. We expect to have investments 
by private capital in the redevelopment program. 

Our portion of it from an operational standpoint, perhaps the most 
important portion, is to relocate these families. There are 515 fam- 
ilies in the area, in the path of the connecter and the redevelopment 
program. We have set up a housing relocation office being operated 
in conjunction with the housing authority. We have of these 515, 460 
to 465 qualified for public housing. We expect that we will be able 
to assimilate them into our public housing program in New Haven 
in the next 10 to 11 months. In major part because we have a new 
unit which has just been completed and is only partially filled. The 
remaining units are being saved for the people in the Oak Street area. 

The second point, as to the business relocation, is a rather unusual 
thing. I don’t know whether any other city has done it, but we told 
the State if they would cooperate with us in building this highway— 
and we also told the Federal Government if we could get this loan 
in grant contract, that. we would go into the area and set wp a business 
relocation office and assist all these industries in getting other places 
where they could operate. In anticipation of it, we went to the 
General Assembly last year and we got the General Assembly to de- 
clare dozens of unused park acres available to us for development in 
light industrial sites, retail shopping areas, and so forth. 

We have just completed negotiations with a private developer who 
is going to build a $5 million light industry park, where he is going 
to have, as his tenants, a majority of the people who are in the pat 


75333—56——28 





422 HOUSING AMENDMENTS OF 1956 


of the Oak Street connecter who are in business. Naturally some of 
these businesses will go out of business. That is the norm for an 
operation like this. Some of them were marginal businesses and 
can’t help but be hurt. Some of them, of course, are businesses which 
thrive in slums and which probably will disappear, and that might be 
good for the community, too. 

There is a hard core, Senator—probably somebody has already spot- 
ted it—of irreconcilable problems, or almost irreconcilable problems, 
in the difference between the 460 we can absorb into public housing and 
the 550 who now live in the area. That is divided almost equally 
between families who are not eligible for public housing because of 
income problems, or those who are not eligible for reasons of morals. 
Many of the people in that area have criminal records. Some of 
them are not married and are living in sin and have offspring who 
are illegitimate and the public housing authority frowns on taking 
them in as tenants. The hard core we are going to have a problem 
with, but we have solicited the assistance of the New Haven Real 
Estate Board and we are confident that the severity of the problem 
will be dissipated considerably with community participation. 

Senator Busw. The mayor made a comment about the understaffed 
New York regional office. I have talked with Commissioner Cole 
about that within the past month and Mr. Cole is fully conscious of 
this problem and is stcking to obtain an adequate staff for that office. 


I don’t think that necessarily falls within the purview of this com- 
mittee, but if it does, I can attest that the mayor is quite right. We 
have a lot of this work going on now, being planned, being discussed 
in the area which the New York regional office supervises and the 


lack of adequate staff there, is a serious detriment to the progress of 
this whole business there. 

I am glad that the mayor brought that out in his testimony. 

I don’t think I have any other questions at the moment. 

I might just make one observation and that is that we do have a 
bill before us here, before the committee now, the Payne bill, I be- 
lieve, which does caH for 15,000 units of specially designed housing 
for the so-called senior citizens, for those older than 65 years. It is 
a bill which really would meet the objective that you have in mind in 
your testimony. 

Senator Sparkman. Senator Lehman? 

Senator Lenman. Have you formed any estimate of how many 
public housing units would be required in New Haven? 

Mayor Ler. We have an informal estimate, Senator, but in part 
it would be a reflection on the community and the housing authority 
in New Haven has been reluctant to spread it on the record in the city. 
I will be glad to discuss it with you afterwards. 

Senator Lenman. Is it fair to say it is a substantial number? 

Mayor Lee. It is a substantial number, I am sorry to say. 

Senator Lerman. That is in addition to the number needed to re- 
house the people who have been dispossessed by the urban redevelop- 
mt hg Th d if I iplify that 

Mayor Lee. That is correct, and if I might ampli + point, 
Siehstee. when the gentleman who preceded me, Mr. Shiehkin spoke, 
he mentioned in passing the problems of these urban redevelopment 
and renewal programs, and also our new highway patterns and the 
impact they are going to have on our housing program. 
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Quite apart from the slum question for just a moment, these high- 
ways, some of them across the country, are going to go through neigh- 
borhoods which, while they might be in the lower economic class, are 
not slums. Also, our renewal program is going to be in neighbor- 
hoods which are not slums. They are close to it. They are almost 
slums but not quite. And quite apart from the problem which exists 
now, of the shim area which we need to replace with public housing 
because these families are qualified for public housing or because they 
could not get better housing otherwise, we are going to be faced in 
the next years, I think, with communities all over the Nation em- 
bracing redevelopment and renewal, and when they embrace it, and 
when this road program expands, as expand it will, we are going 
to be confronted suddenly in these cities and towns with a tremendous 
need for public housing, quite apart from the small need now, and it 
is a very, very important point in consideration of this legislation. 
If we can get the jump on it, and be a wee bit ahead of it instead 
of behind it, as we have been for so many years, we will be that much 
better off from the standpoint of our cities. 

Senator Leaman. Very low figures have been given by the Hous- 
ing Administrator as to what the country demands in the way of 
public housing. If we only have 35,000, there is hardly any encourage- 
ment to put in a demand for what is actually needed. 

That has been the case in other sections of the country. 

Mayor Ler. It has been in in New Haven, also. 

Senator Leaman. May I compliment you on a very clear state- 
ment. I had to miss part of it, but that part which I heard I thought 
was most interesting and I shall read the balance of it. 

Mayor Lee. Thank you very much. 

Senator Sparkman. I recommend that you read it, Senator Lehman, 
because he endorsed your bill. 

Senator Lrnman. It shows that he is a discerning man and it shows 
the people in New Haven are discerning people for having elected 
him mayor. 

Mayor Ler. Thank you. 

Senator Sparkman. I want to thank you for a very fine statement 
and particularly for your specific recommendations. 

May I ask you this question: While you are giving your own opin- 
ions, here, and your own judgment, you also are operating under a 
mandate included in resolutions adopted by the American Municipal 
Association ; is that not right? 
wana Lez. That is correct, Senator, at its annual meeting in 
Miami. 

Senator Sparkman. And we can safely assume that your statement 
rp the thinking of the mayors of the United States? 

ayor Ler. That is correct, sir; as a matter of fact, Mayor Richard- 


son Dilworth, of eho per I believe, will be a witness later this 


week and any points I did not cover today, or any points which the 
AMA thinks might be amplified, he will cover, at that time. 

Senator Sparkman. By the way, with reference to vour comments 
on section 221, have you compared the provisions of the administra- 
tion bill, S. 3302, with reference to this? 

_ Mayor Lex. I have not, Senator, but Mr. Logue who is specifically. 
in charge of this, has, and he would be glad to comment on it. 
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Senator Sparkman. They are substantially the same, are they not’ 

Mr. Locus. We think anything we have seen so far is not adequate. 
Not only what is on the books, but what is proposed. 

Senator Sparkman. What I had in mind was this—and here js 
one thing I wanted to check with you: S. 3302, in section 106 would 
seek to amend section 221 to increase maximum mortgage amounts 
per unit from $7,600 to $8,000, or $8,600 to $10,000 in high-cost areas, 
As I recall, you recommended the $10,000 figure. 

Mayor Ler. Yes, we do; that is correct. 

Senator Sparkman. Second, it provides for 100 percent loans on 
single-family dwellings, except the mortgagor must pay $200 cash, 
which may include settlement costs, taxes, and so forth. You recom- 
mended 100 percent, as I recall. 

Mayor Ler. That is right. 

Senator Sparkman. Third, it increases maximum maturity from 
30 to 40 years, on both sales and rental housing. I think that is in 
line with your recommendations, 

Mayor Lee. That is correct. 

Senator Sparkman. I was rather impressed with the similarity of 
your recommendations on that, with the provisions in the admin- 
istration’s bill. Not completely the same; but very close. 

Mayor Ler. That iscorrect. Substantially. 

Mr. Locus. We are not sure we can build these houses with $10,000. 
About the lowest thing in the New Haven area, today, is about $12,000. 

Senator SparkmMAN. You would recommend the $10,000 and an in- 
crease in other areas? 

Mr. Loeur. We think the $10,000 should be the floor rather than 
the ceiling. 

Senator Sparkman. Thank you very much, both you gentlemen, We 
have been delighted to have had you. 


Now, Mr. Wallace J. Campbell. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES 


Senator SparkMAN. We are very glad to have you with us and to 
have your statement, sir. You just proceed as you see fit. 

Mr. Campseta. First, Mr. Chairman, I would like to say how happy 
I was to stand by for a few minutes to hear that excellent statement 
of Mayor Lee, of New Haven. I think it is very forthright and very 
important to have this kind of judgment from the people who are doing 
the job on the local level. I want to congratulate him on that state- 
ment. 

For the record, my name is Wallace J. Campbell, director of the 
Washington office of the Cooperative League of the United States. 
The cooperative league has played a leading role in the development 
of cooperative housing in the United States. The league includes in 
its membership more than 2 million family members of consumer, 
service, and purchasing cooperatives, in addition to more than 3 mil- 
lion members of rural electric cooperatives associated with the Na- 
tional Rural Electric Cooperative Association, and 8 million members 
of credit unions associated with the Credit Union National Asso- 


ciation. 
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Although cooperative housing is comparatively small as measured 
against the very large memberships of several other ty of coop- 
eratives, the league has had a continuing interest in this field, and we 
are proud of some of the outstanding cooperatives which have been 
built. We feel that the cooperative technique applied to the housing 
field provides a practical method to create good housing available at 
reasonable cost to middle-income families. 

This committee may well feel proud of the fact that it recommended 
to the Congress approval of the legislation which created the coop- 
erative section of FHA. The committee also played an important 
role in adoption of a number of important amen ments to that act last 
fall designed to break some of the bottlenecks which had developed in 
the cooperative housing program. 

It might be well to summarize at this poe some of the accomplish- 
ments, to date. Since the cooperative housing section of FHA was 
created 5 years ago, more than 33,000 units of cooperative housing 
have been built. That is housing to take care of the equivalent of a 
city of 100,000 people. 

Senator SparKMAN. Is that under section 213? 

Mr. Campsexn. That is under section 213. 

In the process of building those units, the FHA has received from 
the cooperatives, $8 million in fees and insurance, and the losses to 
date have been between $1,900 and $2,000. There, of course, have 
been administrative expenses but the return to the Government has 
been very, very large, compared to the cost of the program, to date. 
In other words, Uncle Sam is making money out of the cooperative 
program, and we are very happy that the Government is doing that, 
because it is mutually advantageous. 

Senator SparKMAN. Let me ask you this question, if you can answer 
it: How much of that is truly cooperative, in that the plan is formu- 
lated and the building is put up and owned by bona fide cooperative 
organizations? How much of it is what we might call promotional ? 

Mr. Campse.i. That is a very good and pertinent question. All of 
the housing built under the law has been legally cooperative and has 
met. all the requirements of a legal cooperative. That is nonprofit 
operation, at the point of sale to the cooperative. About 90 percent 
of the program has been what we call builder-sponsored, in which 
the builder finds attractive land, develops the architectural plans and 
brings together the people who become members of the cooperative. 

In quite a number of. cases, however, those builder-sponsored co- 
operatives have become true cooperatives upon completion, and while 
they are not as good as we think they would be if the consumer had 
initiated them and picked out the site in the first place and so fort 
they are still better than any other program of FHA in terms o 
monthly cost to the consumers and downpayments. 

The fault for not being able to build a much greater part of the 
program than 10 percent is ours. That is the trace unions, the vet- 
erans organizations, and other organizations have not taken as much 
initiative as they should have and could have in the development of 
consumer initiated cooperatives. 

Senator SPaRKMAN. I suppose one of the difficulties is the manage- 
ment involved in prota it organized and getting it started. 

Mr. Campsety. That is right. A great deal of the capital is neces- 
sary, a great deal of know-how. 





426 HOUSING AMENDMENTS OF 1956 


Right now, there is in the process of development.a third type. 
That is, we have had the builder-sponsored and the consumer-spon- 
sored types of cooperative housing. Now we are emphasizing the 
need for institutionally sponsored, rather than builder-sponsored co- 
operatives, in which a trade union, a veteran’s post, an existing co- 
operative, or some other nonprofit institution, will take the initiative 
in the development of the project and then turn it over to its members 
as cooperative members upon completion. 

The Foundation for Cooperative Housing in New York, for exam- 
ple, has set up a subsidiary organization to work with institutions in 
the development of that type of cooperative housing. We think the 
big future rests in that field, the organization-sponsored cooperative, 
rather than either the builder-sponsored or consumer-initiated co- 
operatives. 

It would be possible, for example, for a local housing authority to 
sponsor a project, put in the comparatively small amount, of cash in- 
volved in the development of the program, and then turn it over to 
the tenants upon completion, as a middle-income housing project. 
We would encourage local housing authorities to do that, and there 
is technical help, now, from the United Housing Foundation and the 
Foundation for Cooperative Housing, that would be available to help 
some of those projects get started. 

Senator Sparkman. At different times, this committee has given its 
attention to some effort to provide some housing, at least, for single 
detatched persons. We have a great many retired school teachers, 
retired Government workers, widows, and people of that kind. 

As a matter of fact, 2 years ago, we amended the act so as to make it 
possible for housing to be built under section 213 for single, detatched 
persons. But so far as I know, very little has been done, if anything. 
Do you know whether anything of that type has been done? 

Mr. Campse... Under the law which was adopted, there is a section 
which provides that individual persons may be counted as families 
in the development of a cooperative housing project. I don’t know 
how many individuals have been counted into cooperative housing 
projects under that part of the act, but it is available under section 
213. 

Senator SparKMAN. It is my understanding that it was contem- 
lated at the time that there might be a complete building, a whole 
uilding built for that type of person. You icon of none? 

Mr. Campsett. We know of none that have actually been accom- 

plished to date on that score. 

Senator SparkMaN. Wasn’t it last year that we included in the act 
a provision that there should be named a special assistant to the Com- 
missioner in charge of section 213 housi 

Mr. Campsetn. Yes, that was authorized and has been done. The 
assistant to the Commissioner is a man by the name of Dwight Town- 
send who has had more than 20 years’ experience in cooperatives— 
not in cooperative housing, but in the general field of cooperatives. 

We were very happy when his name was suggested, to give our 
endorsement. “Te also had the endorsement of the Senators from his 
State. We are happy at the appointment that has been made in that 
field and feel that the FHA is taking steps in the right direction. 

The law said, however, that there should be an assistant to the 
Commissioner with adequate staff. The rest of the staff includes a man 
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by the name of C. Franklin Daniels and a secretary, both of whom 
are very able people, but Mr. Daniels says he does not count himself 
as “adequate staff” for a program of this size. 

At the beginning of the cooperative housing program, there were 
eight officials in the program, plus secretarial help, and they were 
doing well, keeping busy, but they were doing less than has been 
accomplished during the past few years with a much smaller staff. 

Senator SparKMAN. I have not talked with Mr. Townsend about 
the program. I don’t know whether any members of the committee 
have. 

Do you feel that Mr. Townsend is taking hold of the program and is 
ready to go with it? 

Mr. Campsett. Yes, I believe he is and as soon as FHA comes 
through with adequate staff, I believe the program can roll. 

Senator SpaRKMAN. You feel the office is inadequately staffed ? 

Mr. Campsett. That is right, and I feel sure the Commissioner 
feels that way about it, too. Whether he can persuade the Bureau 
of the Budget to do anything about it or not, I don’t know. 

This cooperative housing program is new and different and there 
are not enough people in the field offices of FHA who understand the 
program. It is important to have people available who are specialists 
on cooperatives to help follow through and to speed the cooperative 
housing in the FHA field offices. 

Until that is done, we are not really going to have a program that 
will roll. 

Senator SparKMAN. You will remember that about 5 years ago, I 
introduced a bill and tried to work out some kind of a program for 
low, middle income persons on a cooperative housing basis. 

Mr. Campsety. That is right. 

Senator SparKMAN. It was when we failed te get that through that 
we really tried to work up section 213, in order to provide some degree 
of cooperative housing. 

Do you believe that section 213 is capable of being used to such 
an extent that we may work out a program to give relief to the middle 
low income class ? 

Mr. Campseti, As now-set up and with the inadequate staff it has, 
it cannot meet those requirements. 

Senator Sparkman. I am assuming we had an adequate staff and 
Mr. Townsend there to push it and give it personal attention, as it 
was intended when the provision was put in there. 

Mr. Campsett. Well, that leads to another problem, and that is 
the matter of financing. The mortgage bankers, insurance companies, 
and the banks are not familiar with the program and it is difficult to 
get adequate financing, or to get it without delays and delays and more 
delays, 

We have suggested that this committee renew its support of a mort- 
gage corporation which could make loans directly to cooperative asso- 
ciations. This is very much like the original Sparkman bill which 
came so close to poontee in 1950. It came through this committee. 
It was approved by the Senate Banking and Currency Committee 
and missed by about three votes in the Senate. 

The creation of a mortgage corporation would apply the technique 
that is now used so effectively in REA, the Rural Electrification Ad- 
ministration and in the banks for cooperatives, as a self-supporting, 
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self-financing source of funds for these projects. “We feel something 
like that is needed to really meet the need for middle-income housing, 

Senator SparkMAN. You mentioned the newness of the program or 
the unfamiliarity with it by the financial people as being a drawback 
to adequate financing. 

I wonder if you can remember when FHA had trouble getting 
financing. 

Mr. Campsety. I certainly do. Back in the middle 1930’s, FHA 
had to send missionaries out in the field to persuade people that this 
was a worthwhile thing to do, to loan money with Federal insurance 
under FHA. 

Senator Sparkman. Perhaps it is a matter of selling the program 
to the people. To those who have the capability of financing it. 

Mr. Campseti. That is right. In New York, for example, where 
the cooperative housing program has outstanding examples 25 years 
old there are a number of institutions willing to make loans to that 
organization to go ahead on its housing program. It is a matter of 
familiarity, understanding it, and going along with the program. 

Senator Sparkman. I did not intend to take so much time from 
your statement. You just go right ahead. The statement will be 
printed in full. 

Mr. Campsect. We would like to devote our testimony today to 
three important aspects of the program. The first are perfecting 
amendments which would facilitate the work of the FHA cooperative 
housing program. Second are proposals to make available at lower 
cost adequate housing for the aging. Third is to give our support to 
a more general program designed to provide even lower cost coopera- 


tive housing through the creation of a Mortgage Corporation for 
Housing Cooperatives. 


PERFECTING AMENDMENTS 


When the Housing Act of 1955 was adopted, one of its provisions 
authorized the Federal National Mortgage Association to make ad- 
vance commitments for up to $50 million worth of cooperative hous- 
ing mortgages. The program was designed to stimulate the coopera- 
tive housing program which had run into difficulties in securing fi- 
nancing due to unfamiliarity of the market with cooperative housing. 
To date, not a single dollar of this authority has been used, because 
FNMA immediately announced that it would purchase cooperative 
mortgages at a 2-percent discount and charge an additional fee of 1.5 
percent for commitment fee, purchasing and marketing fees. These 
were in sharp contrast to previous authorizations made by the Con- 
gress under which FNMA bought mo es for cooperative housing 
projects, at par, with fees totaling one-half percent. 

As you can see, the additional 3 percent which these rulings require, 
cost the consumer an added $300 per home, with a $10,000 npartene. 
These by their nature are added to the downpayment and can 
the payments, beyond the reach of middle-income families. Actually, 
these fees, plus the fees to FHA, and the interest charges, bring to a 
total of 10.55 percent the first-year financing of the cooperative hous- 
ing project. This includes the fees and insurance al 


y 
by FHA. The FNMA charges cover only the takeout commitment 
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on. the permanent, financing. . The cooperative must pay fees for con- 
struction financing and services of an FHA-approved mortgagee. 

The combined cost of these can run from 1 to 2 percent in addition 
to those fees mentioned earlier, making a total of 10.55 in the cost of 
money to the consumer in the first year. 

We would strongly support an amendment to the Housing Act which 
would direct FNMA to make such purchases at par in the interests of 
stimulating further middle-income housing. Such a directive should, 
of course, apply to all special assistance housing authorized under the 
Housing Act, and not just to cooperative housing. The Congress may 
well also wish to set a limit of 0.5 percent on the fees to be charged on 
such mortgages. After all, the mortgages are insured by FHA with 
the charges for such insurance paid by the consumer. The interest 
charged by FNMA is more than adequate to meet the cost of money 
to the Government plus the cost of administration. 

Another amendment seems to be indicated because of the interpre- 
tations placed by FNMA on last year’s legislation. The law now 
provides that FNMA may make advance commitments for up to $50 
million worth of cooperative mortgages at any one time. This is in 
essence the provision of a revolving fund limited to $50 million. The 
law further provides that a limitation that not more than $5 million 
may be made to any one State. This has been interpreted by FNMA 
as placing a total dollar limitation in any given State at $5 million 
where the clear intent of the Con was to limit the amount out- 
standing at any one time, thus making this portion, in turn, a revolv- 
ing fund. The law clearly states that— 


not more than $5 million of such authorization shall be available for such 
commitments in any one State. 

May we cail your attention to the following paragraphs of the 
brief prepared by Krooth & Altman, analyzing this point: 

If the $5 million limitation were not a revolving fund authorization, then the 
$50 million limitation could not revolve either. Most of the cooperative housing 
projects have been built in a few States, so the effect of a fixed-dollar State 
limitation would be to destroy the revolving fund character of the total author- 
ization. The States where cooperative housing has been largely build would 
soon be out of the program when they reached the fixed-dollar limit of $5 million 
in FNMA commitments which had been used (even though no longer outstand- 
ing); so there would be virtually no continuing national program thereafter. 
Clearly, the intent was to have both a continuing State program and a continu- 
ing National program, with the limits, respectively, on outstanding commit- 
ments at any one time of $5 million for any State and $50 million for the Nation. 
In New York State, for example, where the largest part of the pro- 
gram is now concentrated, $5 million would just take care of about 1 
or 2 projects, 

In order to eliminate the long waiting period which often destroys 
the initiative of a cooperative group, we would like to suggest an 
additional amendment. This would make it possible for an institu- 
tion, an organization or a builder-sponsor of a cooperative project to 
initiate the application and build the project with preliminary FHA- 
insured financing with an equity payment of 15 percent. This appli- 
cant would assure FHA when commitment was made that he would 
offer the project for sale to a cooperative of potential residents upon 
completion. FHA would in turn arrange to insure a new mortgage 
at the existing financial terms of section 213 of FHA when the resi- 
dent cooperators took legal title to the property. 





430 HOUSING AMENDMENTS OF 1956 


The intent of this amendment is to facilitate the developmen of 
cooperative projects without calling for an investment and waiting 
period that averages 18 to 24 months in the usual FHA cooperative 
program. The sponsor would not be permitted the favorable terms 
now available to the consumer cooperative, but the would be allowed 
to sell the cooperative group on those terms. 

Such procedures would require careful safeguards to prevent any 
misuse of this dual financial arrangement, but with adequate checking 
on the part of FHA we feel such a program would work admirably. 

Section 213, the cooperative housing section, would increase the 
availability of middle-income housing if the veterans provisions were 
brought into line with the existing legislation covering other types 
of housing. 

We strongly urge that the percentage of veterans required in a co- 
operative project to secure the maximum veteran preference be re- 
duced from 65 percent to 50 percent. This amendment was adopted 
by the House last year, but no provision was made in the Senate 
measure, so the perfecting amendment was dropped in conference. 

The veterans provision also should be broadened to put it in line 
with the PHA requirements by broadening the definition of a veteran 
to include veterans of World War I. This is in keeping with the cur- 
rent need to increase the availability of housing for the aging. 

We would recommend also that the Commissioner of FHA be al- 
lowed to increase the mortgage amount by not to exceed $1,000 per 
room in geographical areas where construction costs are substantially 
higher. 

A further amendment would authorize the use of the cooperative 
housing section of FHA as part of the urban renewal programs which 
are now being undertaken in some of our larger cities. It has become 
apparent that the greatest stumbling block to the section 220 program 
is the equity required under the statute by developers of urban re- 
newal areas. In several cases it appears that the same stumbling 
block applies to section 213 cooperative programs, We would strongly 
endorse a program Which would permit 100 percent mortgage loans 
for cooperative projects in urban renewal areas. Such an amend- 
ment would enable cooperative housing projects to be built in such 
areas with a downpayment by the members of closing costs plus 2 
percent, which is the amount required by FHA as working capital de- 
posit on the part of the resident cooperators in the proposed projects. 
To date, the 220 program has made comparatively little progress. 
The consumer participation available under section 213 could do a 
great deal to make a workable program in urban renewal, providing 
housing for middle income families. 

Now may we turn to housing for the aging : 

The Cooperative League joins with the many national organizations 
which have shown a growing concern over the problem of housing for 
the aging. We sincerely hope that from the many suggestions now 
before your committee can be developed a workable program to meet 
this new social problem. 

In the Sparkman bill the mortgage ceilings allowed for such proj- 
ects are based on “value,” rather than “replacement” cost. We would 
like to outline to the committee the extremely unfortunate situation 
that faced the cooperatives when the Housing Act of 1954 changed 
cooperative housing from replacement cost, to value. 
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The value ae applied by FHA applies to rental housing built by 

investors or speculators for rental to pr tive tenants. The financ- 
ing is based on the possibility of failure of a project and resale to some 
other investor on a basis of potential return on investment. The con- 
cept eliminates the most important factor in the program, which is 
homeownership by the residents of the project. Furthermore, the 
value concept places primary concern on return on income, thereby 
limiting the emphasis on livability. Homeownership encourages 
larger-sized rooms, a larger number of bedrooms, larger windows, 
greater facilities for family living. These are important regardless 
of return on investment and are the kind of factors which the potential 
homeowner looks for in making his investment. They are factors 
which the investor may well overlook in his search for an easily sale- 
able location and high dollar return on his investment. 

The use of value rather than Vans cost brought the coopera- 
tive housing program to a complete standstill in 1954. It was not 
until the Congress put the section 213 program back on the replace- 
ment-cost basis.in 1955 that the program started moving again. 

We are afraid that, applied to housing for the aging, whether ap- 
plied to cooperatives or other groups, would have the same effect. 
We just raised that note of warning and suggest you give consideration 
to changing it to replacement cost. ; 

As a consumer organization we would like to express our interest 
in the potentials possible under the Rains bill, H. R. 9881, as intro- 
duced in the House, in contrast to either the Sparkman or Capehart 
bills. The Rains bill would make mortgage loans available to non- 
profit organizations on a direct-loan basis from the Housing and Home 
Finance Agency in the same way that clirect loans are now available 
to the colleges under the college-housing program. The direct-loan 
program eliminates the long waiting period and the uncertainty about 
financing which has plagued the housing market as the cost of money 
rises and falls in the money market. 

The direct-loan program also makes it ible to cut the costs of 
financing housing for the aging. The ceiling on costs would be 3.5 
pervs as compared with the 4.5 percent rate now currently available. 

should say, when you can get 4.5 percent. 

__ The bill provides, of course, that such funds will be available only 
if financing is not available in the open market. 

If it is true that housing for the aging is a social problem, or a 
growing national responsibility, then it is necessary to look for answers 
to that problem in the same direction in which the Congress found 
the answers to adequate housing on college campuses. We would 
certainly encourage consideration of the direct-loan program for this 
limited field of housing. 

In order to assure maximum participation in housing for the aging 
under the Rains bill, we feel that the definition of a nonprofit organi- 
zation should be revised to make abundantly clear that it applies to 
cooperative corporations. We believe that the intent of the Rains 
bill is to include cooperatives, but just feel we should be doubly 
cautious in this re > 

It is part of the cooperative tradition to have at least a small 
downpayment made by the participating members. Some provision — 
might well be made in the bill which would take account of the closing 
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costs, working capital, and equity payments which now are standard 
procedure in cooperative housing. : 

To stimulate organization participation, we would like to see pref- 
erence granted to cooperatives or other nonprofit corporations estab- 
lished by membership organizations for the older members of the 
organization and other elderly persons similarly situated, thereby 
encouraging this type of organization sponsorship we have talked 
about. 

In order to prevent any feeling that the residents are segregated 
by age groups, provision should los made for a small percentage of 
membership by persons other than those elderly persons defined in 
the bill. Some people will need this kind of housing before the magic 
age of 65 years. Furthermore, it would be a substantial contribution 
to the well-being of the project to have some younger persons living 
within such units for management, maintenance, and leadership pur- 
poses, as well as providing a continuity of leadership as the personne! 
of the group changes. 

There are some modifications which could well be made in the 
FHA section 213 provisions which could make it more useful in serv- 
ing elderly persons. One such provision would allow the joint assump- 
tion of responsibility in a mortgage by a younger member of the 
family. I think that was in the administration bill submitted a week 
or so ago. 

Technical amendments could be written into the act to permit various 
civic and other nonprofit groups to obtain development funds which 
could be used for building consumer-sponsored projects for the aging. 

Positive action should be taken to recognize in the insured mortgage 
value of a project special educational, recreational, and social facili- 
ties in an apartment house development. Many older people are 
happy with apartments with 1 or 2 rooms with kitchenette, if there 
are special-purpose rooms available for their wider social, cultural, 
health, and recreational needs. An adjustment in the room-count 
formula might well accomplish this. 

Advantages of cooperative housing for the aging should be obvious, 
but might well be spelled out briefly once again. Cooperative housing 
would provide comparatively stabilized housing costs—with no land- 
lord—geared to pensions and annuities. The cooperative plan would 
provide limited liability for the cooperative members with the financ- 
ing institution looking only to the property as security for their loan. 
The friendliness of cooperative homeownership and control over occu- 
pancy will prevent the participating group from getting out of balance 
as to age group. Pocarasee opportunities for investment make it 
possible for an older person with money in low-yielding securities 
to pay off the mortgage attributed to his unit and reduce monthly 
payments for shelter to a minimum of operating costs. The long 
experience of cooperatives with easy resale procedure is particularly 
valuable for an older person. 

Now finally, the middle-income housing program. 

Your committee will find in the Lehman bills, S. 3158 and S, 3159, 
which are also before you, a provision for the creation of a Mortgage 
corporation which could solve the problem of loans. to cooperative 
housing projects. This is somewhat similar in nature to the proposal 
approved by the Senate Banking and Currency Committee in 1950, 
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which was defeated by a narrow margin in the Senate. This is what 
we were discussing a few minutes ago. 

The proposed corporation would do for cooperative housing what 
is now accomplished by the bank for cooperatives in the field of 
agricultural credit. 

I would like to call your attention to an article in the business section 
of the New York Times yesterday which spelled out the importance 
of the participants buying back the institutions. Most of the farm- 
credit organizations are now either partly purchased from the Gov- 
ernment, or entirely bought from the Government, thereby making it 
possible for the people to take the Government out of the lending 
business. 

The ra Corporation, as suggested, would be completely self- 
supporting with initial capital provided by the Government with pro- 
vision for repayment of that capital by the borrowers, with eventual 
ownership of the institution by the cooperatives as they pay out the 
Government’s investment in the institution. 

Under the proposed Mortgage Corporation for Housing Coopera- 
tives, it would be possible for cooperatives to have an assured source 
of loan funds, without subsidy of any kind, and with technical assist- 
ance and guidance available to cooperatives on a pay-as-you-go basis. 
This would be similar in many respects to the very successful pro- 
gram of rural electrification with which Members of the Senate are 
very familiar. One particularly important feature would be that the 
mortgage corporation would issue its own debentures based on the 
mortgages held in its own portfolio. This would attract investments 
by tcade-union retirement funds and similar financial institutions. 


Today those institutions cannot ore make 40-year investments in 


cooperative mortgages even though they supply better housing at 
lower cost for their own members. A mortgage corporation would 
make it possible for such institutions to buy shorter-term debentures, 
providing a greater liquidity for the institutions while providing an 
eee and easily renewable source of capital for cooperative 
\ousing. 

If the Congress would authorize creation of such a mortgage cor- 
poration, standing on its own feet and without subsidy except for 
initial capital which would be repaid very quickly, it would not 
be necessary for us to become involved in continuing differences with 
FNMA in a program which quite obviously FNMA either misunder- 
stands or with which it is not in sympathy. 

The Cooperative League wishes to express to the committee its 
endorsement also of the broader aspects and objectives outlined in the 
Lehman bill. This is a comprehensive program designed to initiate 
an all-out drive to eliminate slums and provide adequate housing for 
all Americans. We believe that such a bold, forthright, and imagina- 
tive program deserves the careful study of this committee. We believe 
that public housing is essential if we are to resolve the problems of 
the lowest income families. The 200,000-unit target is completely 
reasonable and achievable. You can remember that Senator Taft in 
the early days was an advocate of goals about this size. 

Further, we believe that the public housing is essential if we are to 
resolve the problems of our lowest income families; that cooperative 
housing is to be encouraged and facilitated if we are to solve the prob- 
lem of middle-income families; and Congress is to be commended for 
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its continuing support of the other programs of home-mortgage insur- 
ance which have made it possible to meet the needs of many millions 
of American families who have purchased their own homes under the 
mortgage-insurance program. 

We would like to indicate our support for the companion bill which 
would authorize the creation of a department of Government respon- 
sible for housing and urban affairs. This we feel is completely in 
keeping with the size and responsibility of the housing program. 

We appreciate this opportunity to be heard. 

Senator Sparkman. Thank you very much. You have given a very 
fine statement and we are delighted to have it. 

Mr. Campseiyt, Thank you. 

Senator Sparkman. Next is Mr. Fred J. Russell, president of the 
Wherry Housing Association. Come around, Mr. Russell. 


STATEMENT OF FRED J. RUSSELL, PRESIDENT, WHERRY HOUSING 
ASSOCIATION 


Mr. Frep J. Russet. I am Fred J. Russell. I am sponsor of a 
571-unit Wherry housing project located near Santa Ana, Calif. 
I am president of the Wherry Housing Association, a nonprofit 
organization comprising the majority of the sponsors of 82,000 
Wherry housing units in the United States and its possessions. 

This association is made up of sponsors only and concerns itself 
primarily with operations matters. Its officers and directors serve 
without compensation or reimbursement of expense. 

It objectives are to develop and maintain the highs quality, 
economy, and efficiency in Wherry operation. We are fully qualified 


in matters TARE to military housing because we have substantial 
y 


onpeaneaye not only in military housing, but also in other housing, 
in building, in property management, and in business. 

Accordingly, we are able to contribute comment which we hope 
will be of some value to you. 

All military families at permanent military installations should 
have adequate family housing. When permanent military installa- 
tions are located in areas which are remote from substantial com- 
munities, all housing for military families should be programed by 
the Government. Neither Congress nor the military should fail to 
differentiate between the chronic housing needs of outlying areas, and 
the unnecessary programing of housing in or near substantial com- 
munities. To assure this, the housing bills passed by Congress should 
include a provision prohibiting the programing of additional Gov- 
ernment housing in or near any substantial community. 

This will save investment to the Government, will eliminate Gov- 
ernment competition with private enterprise and will avoid the situa- 
tions were Government programing of housing would in the future 
prove most likely to be in error or excessive. 

At permanent installations in nonsubstantial communities, the 
Government should make available public quarters in every ible 
instance so as to assure that military-personnel morale and efficiency 
will be served. Housing allowances should be paid to Ee per- 
sonnel in lieu of pubic-quarters housing only as a last resort and only 
until sufficient Government housing can be established to provide all 
military families with adequate housing. 
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Payment of housing allowances to military families invites and 
encourages military families to choose substandard quarters in order 
to convert some part of such housing allowances to a pay supplement. 

This deprives the Government of the kind of morale and efficiency 
which the Government is entitled to expect from military personnel 
and would get if these military families were to use all of their 
housing allowances for housing, instead of using it to supplement 
other living purposes. ts es af 

No housing allowances should be paid to military families to facili- 
tate their living elsewhere so long as Government programed perma- 
nent housing is available. The Government recognizes this with 
respect to the public quarters which it operates. , 

In the thousands of such public quarters which it operates, the 
Government provides same with the furniture which it considers 
needed, and it orders the military families into same, thus providing 
this housing in lieu of paying housing allowances which average a 
little better than $90 per month per Luiis but which run as high 
as $171 per month for grade 08 officers. , 

The military is proposing to recognize the military families should 
be furnished public quarters rather than housing allowances when it 
recommends that 200,000 additional Government houses be programed 
at military installations at a cost of $15,000 to $16,500 average for 
each house, not counting land, not counting near-site utilities, not 
counting substantial 4 percent interest charges on the total, not count- 
ing substantial one-fourth percent to one-half percent mortgage in- 
surance charges on the total and not counting furniture which if con- 
sidered at $1,500 per house, would mean an additional cost to the 
Government of $300 million, say, every 10 years. 

This $300 million is in addition to the at least $3 billion which the 
construction of these 200,000 houses will cost. It is in addition to the 
$114 billion in interest and $250 million in mortgage insurance on this 
cost. 

This is in addition to the cost to the Government of maintaining 
and operating these houses, which, even at $50 per house per month, 
would amount to an extra $120 million per year every year for as long 
as each building lasts. Government probably will show that 
cost to the Government of operations and maintenance of such housing 
would be twice that, or over $200 million per year. This totals over 
$27 billion in Government spending for 50 years, and is a sizable sum 
to be authorized by this session of gethae 

a is ae money than I mane ores talked about ean I am 
glad that Congress is rienced with large sums, and I am certain 
that Congress will see the need for careful review, adequate provi- 
sions and appropriate saf 

This association is concerned only with existing Wherry housing. 
This association makes no recommendations with regard as to how 
much additional Government housing is needed. This association 
makes no recommendations with regard to how large additional 
Government housing should be or how much the Government should 
spend for such housing. 

It is for Congress to decide whether an enlisted man should be 
provided with 636 net square feet for 1-bedroom unit, 766 net square 
feet for a 2-bedroom unit, 936 net square feet for a 3-bedroom unit, or 
whether they shall be furnished 695 net square feet, 880 net square feet, 
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or 1,000 net square feet respectively, which presently is the Govern- 
ment’s public quarters minimum space standards, or whether enlisted 
men shall be housed in living units which are 1,080 net square feet 
maximum, as proposed by bill S. 3309, which Senator Capehart in- 
troduced on February 29, 1956. 

In order to draw a comparison between all of the above net square 
feet figures and square footage as it is generally understood, all of the 
above figures must be increased approximately 10 percent to allow for 
exterior walls, laundry areas, service porches, and so forth. 

The 1,080 square feet net is equivalent to something over 1,200 
square feet. It is up to Congress to decide whether the Government 
should spend $9,000 or $13,500 or $15,000 or $16,500 for each house, 
exclusive of land. It is up to Congress to decide whether or not there 
should be a maximum price that can be spent for a house rather than 
only a limitation that the average price of 200,000 additional houses 
shall be $15,000 each. 

This association is concerned and every one in Congress should 
be concerned with a chronic vacancy condition which presently exists 
in existing Wherry housing even before any additional Government 
housing is built. As of January 31, 1956, there were 35 projects out 
of a total of 171 Wherry housing locations in the country which were 
less than 95 percent occupied, in default or foreclosed. 

This means that over 20 percent of existing Wherry projects are 
in trouble. This happens to mean that 11,401 Wherry units are in- 
volved in this trouble. 

It should be pointed out that the remaining Wherry units which 
are not in trouble at this time are of no help to those which are. A 
Wherry project in trouble, with investment threatened, is not helped 
by the fact that same other Wherry projects in some other locations 
are occupied. There are explanations for this frightening vacancy 
condition. 

A few of the unfortunate projects are the victims of a rapidly 
developing, rapidly changing military activity. Some vacant proj- 
ects are located alongside of Government-operated, substandard 
housing and/or near substantial communities where the military 
families are being given housing allowances which would readily 

yermit them to occupy the adequate permanent erty housing but 
instead they sacrifice some part of their standard of living insofar 
as housing is concerned by living elsewhere in order to spend some 
part of their housing allowances for other purposes. 

Regardless of what the reasons might be, an answer is to be found 
in Government’s own housing p ure which it applies to its many 
thousands of existing and contemplated public quarters. 

This procedure provides that no military family be paid a housing 
allowance so long as public quarters are available. Consequently, 
to the extent that there are military families stationed at a military 
base, there are tenants in the public quarters units; and the Govern- 
ment’s housing and related investment is continued in full use. All 
Government programed permanent housing should be used, and this 
public quarters procedure should be employed when necessary. 

This association strongly urges that vacant units in existing 
Wherrys be treated as public quarters. Specifically, this association 
recommends that a provision in permanent law be adopted by Con- 
gress to provide the following: ' 
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In any Wherry project, where vacancies have continued in excess of 5 percent 
for a period of 60 days, the branch of the military involved, within 30 days 
thereafter, will treat all vacant units in such project as public quarters. The 
military should be both directed and authorized to order personnel into such 
units, to equip same with such furniture and equipment as it deems necessary, 
to capture the housing allowances of personnel so ordered into said housing 
units and to use such captured funds for payment by the military of any 
tenant-furnished utilities, of sponsor’s rental and other charges as established 
and approved by the Government and of any refund to the military tenant of 
captured funds considered by the military to be in excess of total costs paid by 

» military. 

Oe ea projects the military should be directed and authorized 
to continue to treat subsequently vacant units as public quarters, The military 
also should be authorized to treat Wherry units as public quarters for any 
reason, at any time, even though no vacancy condition exists. 

Such a law, if enacted, would not assure that there would be no 
instances of excessive vacancy in Wherry housing projects in all cases, 
but it would insure that no Government programed, permanent and 
adequate houses would go unused while the Government at the same 
time was paying housing allowances to military personnel at same 
location for use by them for fying in non-Government housing. 

Arguments against treatment of excessive Wherry vacancies as pub- 
lic quarters are difficult to develop and/or substantiate. It might be 
said that the military cannot order personnel into unfurnished houses, 
but the military have furniture and have no hesitancy about getting 
furniture for 200,000 additional houses. 

We are talking about using Government furniture in the chronic 
vacancy portion of Wherry, not all Wherry. It might be said that a 
Wherry project is not being maintained in sufficiently good condition 
as required for public quarters; but it is when there is chronic vacancy 
that maintenance is most apt to be neglected. Besides, both the mili- 
tary and the FHA already have the absolute authority and continu- 
ing right to order the appropriate maintenance, and they should do 
SO. 

It might be said that some of the living units in a Wherry do not 
meet the public quarters minimum-space standards. After all, most 
Wherry was designed by military-hired architects under a $9,000 cost 
limit. 

However, many present public quarters are smaller than the smaller 
Wherry units by the procedure of once having been declared adequate. 
Also, this is accommodated by authorizing the military to pay a refund 
to the military tenant if it is felt that the Government is taking too 
much housing allowance for what said tenant receives. 

Also, the military can assign lower pay grade personnel. It might 
be said that this procedure would be ordering a profit to the sponsor, 
but the rents to the sponsor would remain ree as established 
and approved by both the FHA and the military. Full occupancy and 
the right to receive no more than 614 percent per year on FHA esti- 
mate of total replacement value, before loan payments, is what the 
sponsor has the right to expect under this operating lease agreement 
with the Government. 

To see what available mili personne] use this Government-pro- 
gramed housing is not giving the sponsor something extra. Also, the 
military share with no one else the responsibility for having deter- 
mined that. Wherry housing was needed. The sponsor cannot be re- 
sponsible for an opinion as to need, since the facts were only in the 
hands of the military. 


75333—56——29 
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Need or nonneed is not one of the risks assumed by the sponsor, and 
it is not diminishing unfairly the sponsors’ risk by insisting that this 
Government-programed, permease’ housing be used under whatever 
procedure is necessary so long as military families are available. 

This association also strongly urges the adoption of S. 2848, intro- 
duced by Senator Johnston of South Carolina. This bill provides that 
the permanent Government housing with was programed first shal] 
continue to be occupied by providing that no housing subsequently ac- 
quired or constructed by the Government will be occupied. so long 
as there is a vacancy in the permanent housing previously programed 
by the Government. 

This bill will provide equitable and fair consideration to the Wherry 
sponsors who have built permanent housing at the Government's 
request in accordance with Government a 

The passage of this bill will encourage a degree of caution in the 
Government’s programing of additional housing where substantia] 
existing Government housing is on hand. The passage of this bill 
will protect the Government against the possibility that the military 
might build and use larger and new housing, while abandoning previ- 
ously built permanent, adequate Government housing. 

It is understandable that this temptation would exist unless there 
is specific provision in the law to make clear that the Congress does 
not intend that the Government spend money for additional new 
housing when previously built houses at the same location are to go 
unused at any time, now or in the future. 

This association makes no recommendations at this time as to 
whether the Government should or should not acquire existing Wherry 
projects, but this association strongly urges that it is not the intent 
of the Government to allow to develop or to create a condition of 
distress in Wherry projects, and then exploit such misfortune by ac- 
quisition at less than fair price. 

S. 3309 introduced by Senator Capehart proposes less than fair 
price by proposing duplicate depreciation in arriving at the amount 
which the Government-is authorized to pay to a Wherry sponsor who 
is willing to sell. 

This duplicate depreciation is accomplished by applying 2 percent 
depreciation to the portion of cost (90 percent) which is covered by 
the mortgage, even though the amortization of this mortgage over a 
period of 32 years 8 months accomplishes the depreciation in full of 
this portion of the cost over this 32-year period. Depreciation at 2 
percent therefore should apply only to the sponsor’s improvements 

uty. 

Tho illustrate the inequity which is proposed under §. 3309, the spon- 
sor of a 4-year-old Wherry project with $900 improvements equity 
investment would suffer a 39 percent discount of his $900 improve- 
ments equity in 4 years. . 

We believe that this inequity is unintential, but it is an oversight 
which would need correction by rewriting to provide that 2 percent 
depreciation only be applied against the sponsor’s improvements 
equity, since the 90 percent loan is self-liquidating and therefore ac- 
complishes depreciation in full on 90 percent of the project improve- 
ments within 32 years 8 months, 

S. 3309, as introduced by Senator Capehart, limits Government 
acquisition of Wherry projects to original cost as defined under sec- 
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tion 227 (c) of the National Housing Act, less the duplicate depreci- 
ation explained above. Section 227 (c) is a procedure for adjusting 
a loan total to a desirable maximum, not a procedure for determining 
a purchase price. 

Significantly, the existing authorization for 100,000 title [IV (Cape- 
hart) houses is not subjected to section 227 (c) cost certification, and 
yet title TV housing procedure is recognized to be a procedure by 
which the Government purchases the housing with a 100 percent loan 
which is insurd by FHA. 

If the Government cannot buy 200,000 additional houses at costs 
so defined by section 227 (c), how can it expect to buy existing Wherry 
projects at such cost? This association points out that it is doubtful 
that any but distressed Wherry projects will be acquired by the 
Government at a price arrived at under section 227 (c) procedure be- 
cause it is designed solely to adjust a loan balance to a desirable maxi- 
mum, not to establish a fair purchase price. 

In abbreviated summary, we present the accompanying sheet titled 
“Legislation for Military Housing, as recommended by Wherry Hous- 
ing Associatiou, Washington, D. 6. which reads as follows— 


Senator SpaRKMAN. Let me suggest that you not read that but let 
it go as an attachment to your statement. 

I have looked it over and I think you have given us some very fine 
suggestions throughout your statement and we are delighted to have it. 

Mr. Russet. Thank you. 

(The document referred to follows :) 


LEGISLATION FOR MILITARY Housing, AS RECOMMENDED BY WHERRY HousING 
ASSOCIATION 


PRIORITY OF OCCUPANCY 


We strongly urge the passage of S. 2848 introduced by Senator Johnston. This 
bill provides priority of occupancy by the provision that no military personnel 
shall be assigned to or granted occupancy in any project which was acquired or 
constructed under title TV (Capehart) housing if there exist vacant living accom- 
modations in any title VIII (Wherry) housing. 


TREATMANT OF VACANT WHERRY HOUSING AS PUBLIC QUARTERS 


We urge the adoption of a permanent law to provide that, in any Wherry project 
where vacancies have continued in excess of 5 percent for a period of 60 days, 
the branch of the military involved, within 30 days thereafter, will treat all 
vacant units in such project. as public quarters. The military should be both 
directed and authorized to order personnel into such units; to equip same with 
such furniture and equipment as it deems necessary ; to capture the housing allow- 
ances of personnel so ordered into said housing units; and to use such captured 
funds for payment by the military of any tenant-furnished utilities, of sponsor’s 
rental and other charges as established and approved by the Government and of 
any refund to the military tenant of captured funds considered by the military 
to be in excess of total costs paid by the military. In such Wherry projects, the 
military should be directed and authorized to continue to treat subsequently 
vacant units as public quarters, The military also should be authorized to treat 
Wherry units as public quarters for any reason, at any time, even though no 
vacancy condition exists. 


ACQUISITION OF WHERRY PROJECTS BY THE GOVERNMENT 


We make no recommendations as to whether the Government should or should 
not acquire existing Wherry housing projects, but we strongly oppose any pro- 
vision for acquisition at an unfair price. We feel that it is not the intention 
of the Government te allow a condition of distress in Wherry projects to develop 
or to be created and then exploit such misfortune by acquisition at less than fair 
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price. Fair price of improvements would be reproduction cost at time of acquisi- 
tion, less appropriate deduction for wear and tear. Again, we stress that we 
make no representations as to whether Wherry projects should or should not be 
acquired by the Government; but in the absence of an established market con- 
dition and in the face of complicated valuation of leasehold operating agree- 
ments, profits and leasehold improvement values, condemnation is the only way, 
the competent way, the American way to provide acquisition at prices which 
are fair both to the Government and to the other parties. Condemnation prop- 
erly considers current value at time of acquisition, and it automatically elimi- 


nates any possible “windfall” excesses reflected in Government-insured mort- 
gages. 


PROHIBITION OF ADDITIONAL GOVERNMENT HOUSING IN OR NEAR ANY SUBSTANTIAL 
COMMUNITY 


We feel that housing bills passed by Congress should include a provision pro- 
hibiting the programing of additional Government housing in or near any sub- 
stantial community... This will save investment by the Government, will elimi- 
nate Government competition with private enterprise and will avoid the situa- 
tions where Government programing of housing would in the future prove most 
likely to be in error or excessive. 

Senator Sparkman. Thank you, Mr. Russell. 

Mr. Bernard Weitzer, national legislative director, Jewish War 
Veterans of the United States of America. 


STATEMENT OF BERNARD WEITZER, LEGISLATIVE DIRECTOR, 
JEWISH WAR VETERANS OF THE UNITED STATES 


Senator Sparkman. Mr. Weitzer, we are glad to have you as the 
concluding witness for today. 

Mr. Werrzer. It is a pleasure to a _ before your committee once 
again with regard to the housing bills which you have under con- 
sideration. 

I want to thank you on behalf of our organization for this oppor- 
tunity to be here, particularly in view of the statement which I just 
heard read. I want to say to you, from my acquaintance with the 
housing needs and the housing experience of the Armed Forces, that 
among the men involved and the officers involved, the Wherry hous- 
ing is considered pretty unsatisfactory and that is one of the reasons 
why there.are so: many. vacancies. 

Personally, having studied the housing allowances from time to 
time, because our organization is very much interested in the morale 
of the Armed Forces and the importance of getting a high percentage 
of reenlistments, I want to tell you that there are very few service- 
men who can chisel off any of their housing allowance if they have 
to go outside to get housing. Regardless of the insufficiencies of Army 
housing or Navy housing or Air Force housing, they would rather 
stay on the installation or near the installation in Government hous- 
ing if it is available and put up with its shortcomings than to go out 
and reach into*their pay checks to pay the exerbitant rents that most 
of our servicemen have to pay for very inferior quarters in most areas. 

If you will talk to any one of the generals or the chiefs of staff of sny 
of the services, you will find out that that is one of their big head- 
aches and that Wherry housing has not met the problem. 

I don’t want to imply that our organization is entirely in agreement 
with the Capehart housing, either, because it does seem a little strange 
for the United States Government through one agency, providi 
a guaranty for one-quarter percent fee on a mortgage loan an 
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through the Armed Forces paying 4 percent for money, when it is 
provided in the bill, as I understand it, that the Government guaran- 
tees to pay a sufficient housing allotment for each type of housing 
built under the Capehart bil lto amortize the mo and pay inter- 
est at the 4-percent rate. It seems some way should be found to cut 
down the rate of interest that the Government pays to itself, or not 
to itself but to some private lender when it might very well pay it 
to itself and borrow the money for at least 1 or 114 percent less than it is 
now paying for mortgage loans. 

So much for that. One of the reasons we are late this afternoon 
was because of that wonderful statement you heard from the mayor 
of New Haven. To me, it was like listening to a miracle and I didn’t 
believe that miracles could happen. I think this urban renewal sec- 
tion of the law is about as complicated a piece of legislation as was 
ever passed and the Housing and Home Finance Agency through that 
division which is charged with administering the law, has surrounded 
the execution of that program with so much redtape that it is amaz- 
ing to hear of anything being accomplished like the mayor of New 
Haven testified about today. 

Like a great many of the things that are being done, it is amazing 
to me, that with the half-hearted way with which this is being ap- 
proached, and with the shortage of help and the unwillingness to ask 
for adequate appropriations to get the help, that so much has been 
accomplished in New Haven. 

I have had occasion to study these bills which are before you. So 
far as the Jewish War Veterans of the United States of America are 
concerned, they passed a resolution at their 60th annual convention 
last October at Miami Beach, reaffirming again the desire to see the 
Housing Act of 1949 put into full effect and into full operation, and 
in my opinion the bill S. 3158 comes closest of any of:the bills that are 
before your committee toward meeting that resolution and for that 
reason, I want to urge respectfully upon this committee the recom- 
mendation of that bill to the Congress—to the Senate, at any rate, with 
a favorable report. 

S. 3302, the bill which has been brought before you as the adminis- 
tration bill, attempts to make some improvements in what I would 
call a sugar pill of housing bills. 

One of the things that appeals to me the most is the self-insurance 
feature recommended by the Commissioner, Commissioner Mason, of 
FHA. I think that is.one of the first signs I have seen that saving of 
money comes ahead of protecting bankers or insurance companies in 
the administration of the HHFA.. 

I certainly have full realization of the importance of banking and 
of bankers and the saving of money and the distribution of the savin 
as a means of providing the funds with which housing can be built. 
I know that Svchipnitiak hemalne construction represents about 40 per- 
cent—I think Mr. Shishkin went into all the figures-with you, so t 
is no need in my repeating them. I was impressed with how big a 
part of our economy residential construction affects. Despite the 
prayerful statements to protect the mortgage bankers and other lend- 
ers in the housing field from the onslaught of the homeowner through 
what is proposed in Senator Lehman’s bill, I find it difficult to go along ~ 
with the idea that the bankers need any protection, I think they have 
always taken pretty good care of themselves. 
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I don’t know so much about the building and loan companies, but 1 
know they have grown tremendously in deposits and that their sur- 
luses have grown, in years gone by when the interest rate was much 
ess that it is today. Likewise, I note that the earnings of commercial 
banks have risen tremendously and you see many melons being cut, so 
apparently bankers were able to take care of themselves in the past. 
I think they can and will continue to do so under the Lehman bill. 

I would likewise like to approve what Mr. Campbell recommended 
today, about amendments to section 213. You know how strongly 
our organization has supported cooperative housing and I personally 
have sat continuously on the advisory committees with the previous 
Federal housing commissioner and with Mr. Mason, whom I have 
had the pleasure of knowing for nearly 20 years. They are trying 
to do a job, but once again, you have this question of money enter- 
ing into the picture. 

This new FNMA is really a high priced outfit. I don’t know 
why you didn’t put a “P” in front of it so it would be known as the 
Private Federal National Mortgage Association. Those people seem 
to be more concerned with making money than they are in carrying 
out the will of the Congress in respect to putting to use the commit- 
ment of $50 million as this committee and as the Congress provided. 

There is one thing I want to say, we do not believe that as good 
as cooperative housing is, as a project and as a program for helping 
middle-income people get housing at prices they can afford, it cannot 
take the place of what is proposed in S. 3158. There are many rea- 
sons for that. It is going to take quite a while before people get suffi- 
ciently educated to organize anil operate cooperative projects. I 
was very much interested in your question to Mr. Campbell about 
how many of these really are cooperative projects. I have no ob- 
jection to private sponsorship. I am a private enterpriser. I grew up 
and made my living and made my money and was able to retire on the 
basis of private enterprise and I am not turning my back on it now. 
But it does take time to organize these projects and it takes capital, 
and the sponsor-builder who has some confidence in the ibilities 
of a cooperative—and naturally sees the opportunity of making a 
profit in building—is to me, for the moment, quite a satisfactory aid 
to help push along the idea of cooperative housing. In the meantime, 
and for a long time what is proposed in S. 3158 will have to be carried 
out, if we are to see the volume of housing that is essential, and par- 
ticularly housing for people who are making around $5,000 a year, 
or less, and possibly even a little more. 

I can remember when I got out of college and got a $10 a week job 
and I knew that the man who was my big boss and who was running 
the whole operation of this company made $5,000 a year and I said, 
“Roy, how I’d like to see the day when I make $5,000 a year.” 

It wasn’t but 4 years until I was making it, but I found out that 
World War I had started and the $5,000 didn’t go as far as it used to. 
And TI don’t think I have to tell you that $5,000 a year, today, can’t 
buy much of a house, or pa eile rent. As I see the advertising of 
houses that are for rent, P'don't know where a $5,000 a year man can 
find a place to live at a price he can afford to pay and it is almost as 
tough to buy a place. 

Just this weekend, I saw a nice little house—what I would call a 
little house, anyhow, a thousand square feet of floor space, and it was 
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advertised as a real bargain for $15,000. Well, you know, if the 
man had a mortgage of $12,000 on that at current rates and had to 
pay it off in 20 years, it could cost him close to $100 a month. That 
house is about 20 miles out, so he would have to have an automobile, 
because that house did not happen to be in an area where there is a 
busline, and you know what it costs to run an automobile. How that 
man lives, I just don’t know. 

I think what is in §. 3158 is absolutely essential. 

I would like to finish up by coming to one fundamental thing that 
I don’t know whether your committee can do much about, but still I 
think the tenor of the legislation and the attitude that your committee 
takes can be an important factor. Mr. Carter knows, and I think 
perhaps you know, too, that there are a great many public groups which 
are interested in housing and which have arranged to meet from time 
to time with Mr. Cole, currently, and used to meet with Mr. Foley— 
public interest groups, organized as an advisory committee to the 
Administrator. 

I had occasion to say to Mr. Cole at one of those meetings—and I 
feel free to repeat that here—that I would like to see a little bit more 
of General Motors Corp. spirit in the Housing Administration. I 


don’t mean specifically General Motors, because Ford and Chrysler 
are to some extent possessed of the same spirit and that is they make 
up their minds that they are going to see a certain number of auto- 
mobiles produced and they are going to see them sold, and with that 
spirit, they get them sold, in some way or other. They are not worry- 
ing about the bankers. They find the means to finance the sale of these 
automobiles. You know as well as I do that one of the reasons so many 


cars are being sold is that they make them easy to buy with easy credit. 

If we applied that same basic philosophy to the way in which homes 
are financed, by making financing easier than it is today, and using 
the Government credit and making direct loans and not worrying so 
much about the welfare of the bankers, I think you would come closer 
to getting the housing needs of this Nation satisfied. 

You can look at an 8-million-car year and another one this year, of 
at least 6.5 or 7 million, following several 5- and 6-million-car years. 
They found a way to do it because they wanted to. They weren’t half- 
hearted about it. They weren’t talking about how little they can get 
out of Congress. They went ahead and did it. 

When this agency comes to your Congress and says, “Thirty-five 
thousand public-housing units a year is all that we can handle, all 
that the housing authorities around the country can do with,” I think 
that is purely a case of handing out a sugar pill instead of a real pre- 
scription for an ailment that affects the whole country and it just isn’t 
going to work and it is going to be up to your committee to show the 
courage and to demand the things that are necessary, as presented in 
S. 3158, to get the job done—get urban renewal, sufficient public hous- 
ing, and adequate housing for middle-income families at a price they 
can pay. 

Senator Sparkman. Thank you very much. You have given us a 
very fine statement. We are always happy to see you here. 

Mr. Werrzer. Thank you, Mr. Chairman. 

Senator Sparkman. The committee will stand in recess until 10 
o’clock in the morning. 

(Whereupon, at 4: 45 p. m., the subcommittee recessed to reconvene 
at 10 a. m., Tuesday, March 27, 1956.) 
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TUESDAY, MARCH 27, 1956 


Unrrep Srates Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Houstna, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 301, Senate Of- 
fice Building, at 10:05 a. m., Senator John Sparkman (chairman 
of the subcommittee) presiding. 

Present: Senators Sparkman, Fulbright, Lehman, and Payne. 

Also present: Senators Frear and Clements. 

Senator SparkMAN. Let the subcommittee come to order, please. 

Senator Lehman, would you like to go forward now, or would 
you rather wait until we get more of the committee members present ? 
* Senator Leuman. I would like to. wait for 10 or 15 minutes, please. 

Senator SPARKMAN. Suppose we call one witness and then, assum- 
ing the others are in, we will take you. 

Senator LenmMan, Fine. 

Senator Sparkman. Mr. James Rouse. Mr. Rouse, will you come 
around? Other members of the committee will be here shortly, I am 
hopeful, but I think we had better get going, because this is going to 
be a busy day in the Senate. 


STATEMENTS OF JAMES W. ROUSE, CHAIRMAN, FEDERAL LEGIS- 
LATIVE COMMITTEE, AND SAMUEL E. NEEL, GENERAL COUNSEL, 
MORTGAGE BANKERS ASSOCIATION 


Mr. Rouss. My name is James W. Rouse. I am president of James 
W. Rouse & Co., Baltimore. I do not have a prepared statement. We 
will file a statement later with the committee, but I would like to talk 
informally, if I may on the legislation before the committee. 

Senator SparKMAN, If you wish to file a statement later, all right. 

Mr. Rouse. Thank you. (See p. 729.) 

Mr. Samuel Neel is accompanying me, who is the general counsel, 
Washington counsel, for the Mortgage Bankers Association. 

Senator SraRKMaN. We see him often. We are glad to hava 
you with us. 

Mr. Rouse. I am chairman of the Federal Legislative Committee 


ot the Mortgage Bankers Association and appearing before you in 
that role. 


Our association, we remind you, has some 2,000 members consisting 
of life insurance companies and savings banks, and, the heart of our 
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association, what is called the mortgage banker, who is a middleman 
between borrowers and secondary market investors. 

I do not think the point is made very often before congressional] 
committees of exactly what mortgage bankers are. I think it might 
be well just to point it out. 

This is something that has developed in our housing economy over 
the last 15 or 20 years at an increasing rate as insurance companies 
spread out their investment programs-over the entire country and 
particularly as the savings banks of New York and New England were 
permitted by enabling legislation in those States to reach out beyond 
their own communities. In order to be able to invest their money, 
they have made contact with various local mortgage bankers who 
invest their money for them in those local communities. 

We have heard a good deal of discussion recently and, although 
there is no specific legislation which I am testifying about, one of the 
important lines of discussion that gives us some concern is that relating 
to concern over discounts in the mortgage market. 

We can understand that Congress would have a concern over any- 
thing that tended to make the borrowing of money by the prospective 
homeowner more expensive and would seek to make it less expensive. 
Congress has done a great deal to reduce the cost of money to home- 
owners, and it has done so by increasing the supply of money that is 
available for investment in mortgages. 

With the National Housing Act creating the Federal Housing Ad- 
ministration and the Servicemen’s Readjustment Act, those Govern- 
ment guarantees drew into the home-financing market vast sums of 
money otherwise legally ineligible to make those investments. 

But, just as Congress has succeeded in eanenng » huge flow of 
money into the home-financing market, so it is possible for Congress 
to block out large potential flows of money by erecuny barriers that 
keep those sources of funds from finding their way to the homeowner. 

It can erect those barriers through forms of price control... Whether 
that price control be a rigid control over interest rates or an attempt 
to control discounts, it has the effect of saying that in this paricular 
phase of the investment market Congress will determine that an 
investor shall only seek a particular yield. 

Well, Congress has not yet indicated a desire to control the entire 
money. market, and until and unless it does, that simply means that 
investors finding that particular set yield unpalatable move into other 
phases of the market and create a tremendous congestion which is 
detrimental to the homeowner which Congress seeks to benefit. 

It seems to us, and has seemed to us for years, that the cost of money 
is like the cost of any other commodity going into a house. The 
greater the supply of money available, the lower that cost will be. 
And that Congress’ general intention should be to create that condition 
which will induce the largest possible flow of money and do the least 
to inhibit that flow in order that there is the most intensive possible 
competition among lenders to invest. 

Well-intended Caishation for the purpose of controlling interest 
rates or discounts has the effect, we submit, not really of controlling 
it but only of driving some sources of investment out of the market. 

Specifically, we point out that the discount system has served an 
enormously useful function in the market. I would like to remind 





HOUSING AMENDMENTS OF 1956 447 


you that I speak, and the mortgage banker as such speaks, not as a 
protector of funds over here or of a borrower there. We are dealing 
with the hard, practical problem of bringing investors and borrowers 
together. And the discount system has assisted in ways of which you 
may not be aware. 

First of all, interest rates can only fluctuate within bounds, gen- 
erally at quarter of 1 percent margins. If the Treasury and the 
Federal Housing Administration and the Veterans’ Administration 
elected to do so they normally would not change the rates by more 
or less than a quarter of a point at a time. But discount permits a 
more sensitive change in rates. Discounts permit changes as small 
as a tenth of one percent. And, therefore, lenders who are choosing 
these securities investments or these mortgage investments can at a 
small discount make a mortgage a palatable investment through the 
discount system. 

But most important is the function of the discount as a ware 
housing device, as a marketing device. Builders throughout the 
United States are building large developments. They are about to 
put those developments on the market. They go to a local mortgage 
banker and say, “What geen are you going to be able to sell these 
mortgages for when the houses have been completed, sold, the mort- 
gage papers put in shape to deliver to the investors? What is the 
price going to be? 

Well, he is talking about what is the price going to be 3, 6, 9, 12 
months hence. The mortgage banker takes an estimate on that, and 
the builder sets up his program. He sells his houses. The local 
mortgage banker takes those mortgages and puts them in ware- 
house in a local bank at a discount of perhaps as low as 95, 94, or 
even less, which is simply the bank’s margin to protect itself ade- 
quately while this builder through his mortgage banker is preparing 
those mortgages for an orderly marketing at the most favorable price 
in the market. 

If the commercial bank that is warehousing those loans could not: 
protect itself in that manner, if a discount system avoided that, then 
the builder would not be able to market in that-manner, and either 
there would be less money seeking that investment or there would have: 
to be a higher interest rate. 

Discounts have had the effect by improving the marketing system 
of individual home loans around the country of actually. assisting 
the individual borrowers in obtaining a better deal than they could 
have otherwise obtained. 

One of the important forces that will have the effect. over the next. 
few years, we hope, of increasing the supply of money will be the 
bringing into the ei market the tremendous accumulation of 
pension funds in the United States. As you are aware, I am sure, 
those pension funds have accumulated enormously, rapidly, and now. 
total in the neighborhood of $20 billion, Largely they are not in the 
mortgage market. They are almost entirely in the securities. field. 
There is not much that Congress can or should do about. it, but, there 
is a great. deal that people in my business, the home builders, and. 
the mortgage brokers in the country ought to do about. it in gradu- 
ally trying to overcome the mechanical difficulties which keep the pen- 
sion funds out of the home loan field and to make these mortgages 
interesting and attractive. 





448 HOUSING AMENDMENTS OF 1956 


We are meeting with some success. There have been some important 
breakthroughs recently. Some pension funds have commenced to 
invest in mortgages, and the industry is encotiraged at the prospect of 
bringing into the home-finance field this huge flow of money from the 
pension funds. That will help. 

Obviously, conditions which tend to remove rather than impose bar- 
riers will assist in the drawing in of those pension funds, and if it 
inéreases the supply of money, then discounts will decrease, interest 
rates will improve—effective interest rates as far as the borrower is 
concerned. 

We think that the capacity of the industry—home-building, invest- 
ing—to accommodate itself in a severe money shortage of the past 
several months through the use of the discount system has been a 
demonstration of its effectiveness in providing a way that homeowners 
can get loans to finance their purchases rather than anything which 
should be diseredited or derogated. 

Senator Sparkman. Let me ask you a question, if you do not mind 
being interrupted. 

Mr. Rouse. Not at all, sir. 

Senator Sparkman. First, with reference to the pension funds that 
you have mentioned, you seem to have some hope of our opening that 
up for the home-mortgage market. On what ds you base that yh 

at 


Have there been any conferences, discussions, or any movement 
you know of that gives promise? 

Mr. Rouse. Yes. I will have a little difficulty in particularizing 
this beyond the fact there have been some recent investments by pen- 
sion funds in mortgages, but primarily, Senator, I would base my hope 


on the fact that in my business we are salesmen. It is our job contin- 
ually to knock at the doors of people who have money to lend. Sev- 
eral years ago the knocking at the doors of the pension funds was 
greeted with a shrug. Today we are welcome. 

The pension-fund managers throughout the country are taking a 
very active amd thorough and thoughtful interest in this mortgage 
market. Some investment counseling firms have recommended home 
mortgages, FHA and VA loans, to pension funds. Several large 
pension funds have made initial exploratory commitments in the mort- 
gage field. 

I believe the first of the new military housing loans was taken by a 
pension fund, which is not quite the same as the individual home loan, 
but is a further indication. . 

The hope that.I express is shared very generally through our busi- 
ness. The Mort, ankers Association has had a committee which 
has been working for the last 3 years with the pension funds. And 
there are signs at every hand that we are beprobing to break through. 

There have been real difficulties here. is is not just a matter of 
stubbornness on the part of the pension funds. They are set up typi- 
cally either with their own administrators or they are man: 
trust companies. The trust companies are managing them for a trust 
commission which is not sufficient to cover the increase in expense that 
is involved in the administration of a mortgage ee or and, 
therefore, they have the problem of either going back. and resetting 
these trust contracts with the pension funds themselves or of finding 
some other way of solving the problem. 
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That is being explored from both ends. The pension-fund admin- 
istrators, the self-administered ones, started out as small funds. 
They were largely securities-minded people, and they have invested in 
securities. They have a very low overhead, a small operation at the 
home-office level. It is the job of the mortgage business to find a way 
to resolve some of these mechanical problems of home-office handling 
that will permit a greater flow of money. 

Senator Sparkman, I assume the first requirement in these pension 
funds is financial soundness. Is that correct? 

Mr. Rouse. I think that is the first requirement of anything. 

Senator Sparkman. And you think that the home-mortgage field is 
sound as an investment ? 

Mr. Rouse. I certainly do. 

Senator SPARKMAN. at would be your thought with reference to 
the Veterans’ Administration using some of its own funds in the home- 
mortgage field? I refer particularly to the national service life 
insurance. 

Mr. Rouse. Well, in general, we—— 

Senator Sparkman. The reason I ask that, let me say, is that, as 
you know, it has been discussed in this committee before. Senator 
Maybank either introduced a bill or talked of doing so. My under- 
standing is that there is such a bill pending in the House at the present 
time. I believe the Teague bill proposes to make $500 million avail- 
able from the national service life insurance fund and allows them 
to use it.. I think he proposes to use it in the form.of direct loans. 
But as it has come up in this committee from time to time, it has been 
permission to them to use it for the purchase of home mortgages, V A- 
guaranteed home mortgages. The Rains bill that has been intro- 
duced in the House has a similar section in it. 

Mr. Rovuss. Is that money now invested? Is it just carried in the 
Treasury now or invested ? 

Senator Sparkman. In the Treasury, I understand, The purchase 
of United States Treasury bonds, 

Mr. Rouse, Well, it would seem to me—our association has no 
policy on this of which I am aware—that, that being true, if this was 
money that was seeking investment. in the market as other pension 
funds might in stocks and bonds, it might as well or better have a 
part of it in mortgages. But if it is behaving instead as other Gov- 
ernment funds, social security funds for example or any other accumu- 
lation of Government funds, then they are not primarily investment 
funds. They are Government funds. It would seem to me it would 
then become a matter-of it being indistinguishable fromm any other 
program really of direct Government lending or direct: Government 
financial support of the market, and I would tend to fee! that it ought 
to behave in the same manner as such funds. 

I do not believe there is a real necessity for any direct. Government 
lending pregram in the home-finance field. think it is being 
adequately handled by the existing private market. 

Senator Sparkman. All right. Now let me go back to the dis- 
counts. You made a statement that by the use of discounts you could 
engage in a more sensitive regulation of the interest rate, down to 
one-tenth of 1 percent. 

You can tell me right off Iam sure: On a $10,000 mortgage, what 
would a discount of 5 points amount to over a 25-year period; we 
will say ? 
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Mr. Rouse. I have a banker back there who can give me that. 

Senator Sparkman. I thought perhaps you knew it. 

Mr. Rouse. 4.24, a 5-point discount would be the equivalent then 
of about a quarter of 1 percent in interest rate. 

Senator Sparkman. Then 10 points would be half a percent? 

Mr. Rouse. That is right, Senator. And you can see what spread 
that gives. One of the reasons for discounts is an activity of the 
market that Congress would not want to stop I think. It is an activity 
of the market that is expressing quality in investment. , 

Senator Sparkman. Well, right there, let me say, since I come from 
an area that has a good many of these pockets where mortgage money 
is not easily found, I recognize what you say with reference to quality. 
But I think it involves something else—perhaps remoteness from the 
money market or something like that. 

Mr. Rovsr. Yes. 

Senator SparKMAN. I have always felt that it is not fair for the 
GI or the private home buyer who happens to live in an area that is 
more remote from the money market than some other area to have to 
pay a premium or a penalty. 

Mr. Rouse. Well 

Senator SrpArKMAN. Frankly, the thing that concerns me most of 
all with reference to this discount is the fact that it is the person who 
is remote from the money market who has to carry the burden by 
and large. 

Mr. Rouse. Well, Senator, let me suggest this hypothesis: If we 
look upon money—and it seems to me it is fair to—as a part of the 
total cost, then I would say that viewing that home buyer in one of 
these smaller communities there are some things for which he is pay- 
ing that are costing him more money and some that are costing him 
less money than in other sections of the oun: 

For example, it is probable that the home buyers in these smaller 
towns in your State are getting their lumber at prices way below 
that that is available in the metropolitan area. It is probable that 
they are getting their labor cheaper. It is probable that they are 
getting utilities cheaper. It is also probable that the purchaser of 
housing in Chicago is paying a lot more money for the materials in 
his house than in Baltimore because it is a higher-cost area. 

Senator Sparkman. And for the land too. ings of that kind. 

Mr. Rouse. That is right. 

Senator Sparkman. Yes, I recognize those differences in cost. But 
here is the thing about it: The Government, the Congress has written 
a law and has set a policy establishing a certain interest rate at which 
level the Government would be willing to guarantee against loss, That 
is what it amounts to in the VA program and virtually that in the 
FHA program—guarantee against loss. 

With the Government standing behind these loans, it is difficult for 
me to understand why a person in one area of the country is penalized 
as against a person in another area of the country. 

At any rate, it seems to me that the thing that we want to do and 
the thing we ought to do is to try to equalize these conditions as best 
we can. 

Mr. Rouse. I agree with that, sir, and I think that if you stand 
back from what has happened in the last 15 or 20 years, an enormous 
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amount has been done. The rates that were paid in the Southwest 
and in the Far West and in the smaller communities for money before 
the advent of the FHA particularly, and the VA, which became more 
of the same thing, were far.higher. The reason they were far higher 
was that there was no adequate vehicle by which the large accumula- 
tions of money in the country in the East and New England could 
get into those areas. 

Therefore, the most effective thing that has ever happened to equal- 
ize this cost of money has been to increase the flow. everything that 
serves to increase the flow will in the long pull tend to equalize. 

I am sure that if there were mortgage bankers here from Texas 
that they would say to you that over a period of the last 10 years the 
experience that lenders have gained with successful lending in Texas, 
which of course has been a very active area in housebuilding, has 
taught a lot of lenders the good mortgages that can be made there. 
They have learned the State laws are favorable, that in the event 
there must be a foreclosure it can be done with dispatch, that the 
foreclosure costs are low. And, therefore, the relative position of 
mortgages in Texas has steadily improved. 

That same thing is going on continually in the country, and every 
single thing that we can do that maximizes this flow tends to equalize 
the cost. 

Senator Sparkman. Have your members gone into this voluntary 
home mortgage plan very well? 

Mr. Rouse. That is my next note here. 

Senator Sparkman. All right. Before we get to that, then, you 
have given us a very good discourse on this discount proposition, and 


I want to ask you a vk practical question. I get letters from con- 


stituents in Alabama. I get them from other parts of the country 
too, but naturally I am more concerned with those that come from 
Alabama. I want to give them the best answer possible. If they 
write to me and complain against a 6- or 8-point discount rate, how am 
I going to answer them? I can’t tell them all of this you have been 
saying here. 

Mr foci. Well, a 6 or 8 point discount in Alabama today—— 

Senator SparKMAN, Sounds terribly bad. 

Mr. Rouse. It reflects an estimate by the market that that particular 
loan and that particular housing development for some reason were 
not up to par. A housing development of good houses—and by “good” 
I do not mean $25,000 but I mean well built houses that were built 
meeting full FHA underwriting requirements, a good subdivision 
planning, giving a homeowner the kind of thing he ought to have if he 
is entering into a 30-year contract to pay a debt. If it is that kind 
of housing and borrowers are meeting FHA and VA requirements, 
they are not paying 6 or 8 points. 

Senator Sparkman. They may not be paying that much now. I 
believe in that table we had some time back it did show Alabama 
about 6 points, did it not? 

Mr. Carrer. I think so. 

Senator Sparkman. We had a table presented to us showing dis- 
count rates throughout the country, oe my recollection is Alabama 
was down to about 6 percent. I think it applies more to the location 
than anything else, the area. 

Mr. Rouse. Let’s assume it is right. 
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Senator Sparkman. It is simply a penalty they are paying because 
they do not live in a place where it is easy to have access to mortgage 
money. 

Mr. Rouse. That is right, and they are gaining a benefit because 
they are able to get access to some other things relating to the cost. of 
a house that are cheaper. If a discount continued to prevail at a rate 
of 6 or 8 points, then my answer would be the interest rate ought 
to be raised, 

Senator Sparkman. Two years ago, 3 years ago, we were told time 
after time, and this was particularly true from your organization— 
at that time the interest rate for FHA loans was 414 percent if I 
remember 

Mr. Rouse, That is right. 
Senator Sparkman. And for veterans’ loans was 4 percent; was it 
not? 

Mr. Rouse. That is right. 

Senator SparkMANn. That if we would just raise the interest rate to 
414 percent everything would be cured. 

We raised it, and almost immediately the money market. dried up. 
Then a year later there develops this discount rate, which in spite 
of all of the logic that you present I just cannot reconcile myself to— 
certainly not to these violent discounts. I can see where there might 
be a slight discount in some places, and I hope that maybe the time 
will come when there will be a premium. In other words, I realize 
it ought to play back a little bit. I think that has been the attitude 
of your organization all along—that there was a certain amount of 

lay. 
I remember Mr. Clark several years ago proposed a flexible interest 
rate. He worked out a formula which I thought had a lot in it, and I 
am sorry that your organization did not go along with him in support 
of that formula. I think perhaps we might have been able to write 
it into the law. 

But when we get this discount program that holds forth over two- 
thirds of the country at varying rates—and my recollection is we had 
some at as much as 12 points—then it seems to me that something is 
wrong. 

Mr. Rouse. Well, first of all, sir, if a discount gets as deep as 8 or 10 
or 12 points, a builder has to make up his mind that his problem of 
marketing those houses and marketing those mortgages is so severe 
that he is willing to sustain that kind of a loss. It is an abnormal 
thing. And builders can do it. A bnilder can have a real problem 
with a particular development and he can have no choice, but his only 
way of getting out of it is to accept a very deep discount. 

Going back, sir, at the time reaeiebar testifying strongly for the 
increase in the interest rate when it was 414 or 4. ere was an ab- 
solute block then to money flowing into the market... The FNMA was 
being overwhelmed with mortgages thrown at it. The rate was set 
at a point which was simply not acceptable in the market, and the dis- 
counts were controlled you may remember. When the rate was raised, 
what we said would be corrected was corrected. There was a huge 
flow of money, and the money market has behaved in a manner which 
has not caused you and other conscientious Senators much concern 
until yery recently. 
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What has caused the concern recently has been a deliberate effort 
on the part of the administration—which I do not criticize at all— 
but it has been determined that it was in the interests of the national 
economy to tighten up on credit in order to hold back the flow of 
money, and when it did that, discounts increased. The several acts 
taken: 

Senator SparKMAN. They reversed that after just a short time. That 
did not stay in effect very long. 

Mr. Rousse. Are you ppeking of the 2 percent ? 

Senator SparKMAN. I am speaking of the hard-money policy that 
was put into effect in about May 1953. 

Mr. Rouse. Well, but—— 

Senator SPARKMAN. It was reversed in just.a short time. 

Mr. Rouse. But the accumulated steps taken in the Federal Re- 
serve 

Senator SparKMAN. Since that time there have been some others 
but not as violent perhaps as that step. 

Mr. Rousse. They were done for a purpose, and they achieved their 
purpose, and their purpose was to put that kind of a dampener on the 
market. 

Senator SparKMAN. We won’t spend more time on this unless Sena- 
tor Lehman wants to ask a question. 

Senator Lenman. You talked about the variation in mortgage rates 
based to some extent on the desirability of the project itself. 

Mr. Rouse. Yes, sir. 

Senator Leuman. I can understand that fully. But does that same 
variation exist in the markets where money is plentiful, such as New 
York, Boston, and Philadelphia ? 

Mr. Rouse. Yes,sir. It definitely does. 

Senator Leuman. There is—— 

Mr. Rouse. It definitely does. In my home market, which is Bal- 
timore and Washington, we market loans today at a price of from 
97 to par in this area depending upon the quality of the investment. It 
has a desirable effect. This only happened with the discount system, 
strangely enough. Mortgagees used to just screen loans in or out, but 
now they screen them in or out differently, and the net result is you get 
a tighter screen over here for a less desirable property, and it reflects 
itself in discount, and that in turn has the effect of exerting a pressure 
on developers to do a better. job. It has been a very healthy develop- 
ment I think. 

Senator Sparkman. I appreciate the weight of your argument in 
an area like this, the Wa prigions-sastteacive area, where, goodness 
knows, certainly there ought to be plenty of mortgage money available. 
But I am saying that when you get into outlying areas it assumes 
diminishing importance, and it is the remoteness that is primarily 

Mr. Rouse. I certainly understand your concern. 

Senator Sparkman. The mortgage people just say, “I don’t have to 
go into that area. I can go somewhere where it is easier.” 

Mr. Rovussr. I certainly understand your concern, but I honestly do 
not believe you can legislate about it. I believe that the attempt—— 

Senator SparkMan. Let’s move on to the voluntary home mortgage 
program. Tell me if that can help. 

Mr. Rouse. The VHMCP was an ingenious concept I think. We 
are not responsible for it. The people responsible for it were the 
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investors themselves. And it was a remarkable thing that they were 
willing to see this problem in very much the focus that you are putting 
on it now—that there are these smaller areas in the country which 
they were not reaching. 

Consider for a minute that this whole business of the secondary 
market operation in the mortgage field is very new. That-is only 
15 years old. In the savings banks it is only 5 or 6 years old. But 
life-insurance companies—Bill Clark at a recent talk before the Mort- 
gage Bankers Association held up a 1-page sheet which was a list 
of the total members—I don’t know, but 15 years ago or so. 

But this business of life-insurance companies having all of these 
correspondents around the country started growing about 20. years 
ago and has grown ever since, and the savings banks came in only 
within the last 5 or 6 years. 

Naturally, those funds were first attracted to the areas of greatest 
demand where there was the greatest supply of mortgages seeking in- 
vestment. That is where they would go. ‘They went out to find mort- 
gage bankers to represent them im those cities. 

Gradually those mortgage bankers, trying to sell their mortgages, 
would persuade them to bay Somebody comes to Baltimore and 
says they will lend, and pretty soon we persuade them to lend in 
Hagerstown, Havre de Grace, and Elkton and all the small towns in 
the State. That happens all over the country. They are drawn bit 
by bit into the smaller communities. 

It is still a developing program. This money is still finding its 
way throughout the country. 

Well, VHMCP was designed solely for the pur of acceleratin 
that flow, of creating an extraordinary device by which the individua 


needs, either special minority needs or remote-area needs, could be 
expressed to ths investment market. And the investment market said, 
“We will accept the responsibility of going there if you make it known 


to us.” 


Here was something that started a year age, with no precedent, no 
0. 


forms, no staff, with a terrific selling job to And for that outfit in 
1 year to have developed to the point where they are now operating 
at a rate of placing over $200 million in mortgages a year is a per- 
fectly extraordinary performance, and it is having the effect of feed- 
ing these lenders into these areas. 

I think, Senator Sparkman, that its long-reach effect is much greater 
than the placing of those individual loans, because every time it is 
meaning that this lender is being brought into that community for 
the first time, and gets experience in that community. The thing that 
we have learned as a mortgage banker on the firing line is that lendin 
in these small communities is splendid lending—good borrowers, g¢ 
houses, good delinquency record. 

As these larger investors are drawn into their next step into these 
smaller communities, then the flow of money increases, the discounts 
lessen, the interest rates tend to equalize. 

So we feel the VHMCP is—well, IT know it is doing a job way 
beyond that which even the industry itself predicted it could do, and 
certainly beyond anything that was predicted by people who looked 


at it with considerable scorn at the time it was p 
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Senator Sparkman. Let me say I am greatly interested in it. I 
watch it rather carefully, because, frankly, I think it may hold con- 
siderable hope of eg, these outlying areas. 

Mr. Rouse. That is its hope. 

Senator Sparkman. Where the money has been pretty thin hereto- 
fore. 

All right. Go right ahead. 

Mr. Rouse. Because of the operations of VHMCP, we feel that it 
is doing its job and that the need for a program of direct esa on 
the part of the Veterans’ Administration is steadily declining. The 
present reserve fund ought to be sufficient, and there should be no 
need to increase the program for direct Government lending. As a 
matter of fact 

Senator Sparkman. Don’t you think we have that set up in pretty 
good shape? 

Mr. Rouse. Well, I think you are holding a very good saber over 
the head of the investment industry, in that we have got to make this 
VHMCP work in order to avoid the call for 

Senator Sparkman. Of course, it is flexible, so if it does work the 
direct lending is not utilized. 

Mr. Rouse. Yes. 

The next function in this money market field is that of FNMA. 
Philosophically we feel that FNMA is a justifiable Federal agency for 
the purpose of giving a support function at a penalty and that FNMA, 
if it is to do its job properly, must always operate at a penalty. If 
a mortgage banker in our position or the builder whom he represents 
can be led into FNMA in the manner he would into the investment 


oe then the Government is simply adding funds unnecessarily 


into a field in which it does not have to be, but if it is offering funds at 
a penalty, then always it is tending to support against distress condi- 
tions and permit its use under circumstances that are special. 

We would disapprove of the proposal in S. 3296, Senator Ful- 
bright’s bill, that in S, 3302 at section 201, which tends to reduce the 
amount of the penalty and therefore draw the operations of FNMA 
closer and closer to that of a direct secondary-market operation rather 
than a support function. 

On the money market, our last comment is that we would strongly 
support S. 3186 to establish the commission. to. study ways and means 
of encouraging a flow of investment capital to finance a level of resi- 
dential construction compatible with the-Nation’s housing need. It 
makes good sense to do that. It would give a definitive exploration of 
housing needs. It would relate that to the supply of the money 
market. I think it would give an objective, thoughtful, scientific 
appraisal of many of the questions that you have been putting to me. 
I think it could be a very, very useful activity. 

The FHA we feel has never been really balensdt to perform as fully 
dynamic a function in the economy as it might, We would encourage 
seeing the FHA credited more and more as a strong force in the 
economy. We would like to see it incorporated. We would like to 
see it have a board of directors and a president appointed by the 
President. We would like particularly to see it not only given the 
right but the responsibility to vary its interest rate with its estimate 
of risk—or T mean the insurance premium, 
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If the FHA varied its insurance premium with its estimate of risk 
and was expected to do it, then the FHA could go into fields, caleulat- 
ing the risk, which it now stays back from. ink of what it might 
be doing in the older areas of the cities—not the rockbottom slums but 
a lot of the deteriorating areas where now it takes a look and say, 
“We don’t dare go in. The deterioration is too fast.” \ 

But if it could set up a higher insurance premium and go in there, 
the infusion of that eredit in those older areas might be itself sufii- 
ciently strengthening to correct the conditions, improve the risk, and 
permit reduction of the insurance premium as time went. on. 

A recent study of FHA insurance premiums made by Dr, Fisher at 
Columbia, of insurance reserves, has indicated that in almost all areas 
of FHA operations the reserves are more than enough to cover losses 
even in a very severe real-estate depression, and that in many instances 
the insurance premiums are a great deal higher than they need to haye 
been in order to cover the risk. 

It would seem to us that if FHA had the responsibility for adjust- 
ing its premiums to the risk that we would reduce the cost of bor- 
rowing to borrowers in many areas. We would permit the FHA to 
lead itself into other fields in which it is not now operating, and by 
that method we think we would reduce tremendously the call.on Con- 
gress for special programs of one kind or another which have the 
effect of setting up the FHA in a series of cells that make it terribly 
complex and impede its operations, and also I think impede an under- 
standing of it by the industry and by the lenders, 

Specifically 

Senator Leuman. Mr. Chairman, I am very much interested in the 
legislation now pending in the Senate, a constitutional amendment, 
and I am taking quite an active part in connection with consideration 
of it. I wonder whether Mr. Rouse would be willing to yield to me! 
I did not realize that his testimony would take so long, I will not take 
more than 15 or 20 minutes, I am sure. 

Mr. Rousr. Yes, indeed. 

Senator SparkMan: Senator Lehman was supposed to make his 
statement first, but I had hoped other members of the committee would 
be here. If that is agreeable with you, we will let Senator Lehman 
make his statement now. 


STATEMENT OF HERBERT H. LEHMAN, A UNITED STATES SENATOR 
FROM THE STATE OF NEW YORK 


Senator Leuman. Mr. Chairman and my colleagues on the com- 
mittee, I appreciate this opportunity to appear before you this morn- 
ing to testify in support of the omnibus housing bill, S. 3158, intro- 
duced my myself and Senators Humphrey, Morse, Neuberger, Mag- 
nuson, Murray, Hennings, Kefauvyer, McNatiars, and Douglas. 

I would like to restate what I said at the time this bill was intro- 
duced. I believe that the time is overdue for raising our sights on 
the housing problem, I believe we should proceed immediately to 
provide a housing program which will fulfill the stated objectives set 
forth in the Housing Act of 1949—namely, “a decent home in a proper 
living environment for every American family.” 

In this subcommittee we have heard the administration set forth 
its housing program for the next 2 years. I am sure that I am reflect- 
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ing accurately the record of these hearings when I say that none of 
the witnesses appearing thus far in support of the administration’s 
housing program has claimed that this program will, in fact, meet the 
needs of the American people for adequate housing. In fact, Com- 
missioner Cole on several occasions has clearly stated that he does not 
know what those needs actually are. 

He does not know how many housing units will be needed during 
the next 5 or 10 years to meet the rowing demand for decent housing 
bv our middle-income families. fie does not know how many public 
housing units will be needed to meet adequately the demands of the 
very-low-income families presently living in slums. He does not know 
what the public housing needs are to meet. just the demand for housing 
to rehouse the low-income families displaced by slum-clearance and 
urban-renewal programs, Mr. Cole and his assistants have clearly 
testified that they do not know what the housing needs of the American 
people are, and they frankly concede that the Hissnhower administra- 
tion’s housing program is not drafted to meet any particular level or 
area of need. 

As a matter of fact, the program presented as the administration’s 
program can be characterized in very simple terms—namely, to wait 
and see what the “demand” will be, and while waiting, to urge the 
American people to be satisfied with a slogan proclaimed by the 
President : 1956—the year to fix.” The administration’s program is 
a patch-up fix-up repair program and even this program would be 
subject to the high interest rates established under the new FHA- 
insured home repair loan program. 

From the testimony thus far presented to the subcommittee, from 
the information on housing needs I have seen based on the 1950 cen- 
sus, from the firsthand knowledge I have of the housing crisis in my 
State of New York, and from the letters and correspondence I receive 
every day from persons unable to find adequate housing they can 
afford, I can say to the members of this eibstiicasttns that only a 
full-scale program designed to meet the needs of all income groups 
and all persons without regard to race, color or creed will forestall 
the housing crisis that is descending upon our Nation. This impend- 
ing crisis results from past congressional failures to approve a truly 
dynamic housing program. 

This failure, coupled with our ever-expending population figures, 
can only be interpreted as a warning signal which commands the 
closest attention of all of us. 

Today, we are probably building only about one-half of the new 
homes the American people need, and this despite the relatively high 
rate of home construction of the past several years. The demand 
for housing for the older members of our population is tragically 
pa i | available supply. Housing for our low-income families 
is lagging far behind the need. Housing for minority groups is a 
national disgrace. 

[ don’t know about the administration’s attitude, but, speaking only 
for myself, this matter weighs heavily on my conscience. 

Mr. Chairman, I have been giving a good deal of my time during 
recent. months to the study of the problem of juvenile delinquency, 
lhe hearings before my subcommittee of the Labor and Public Wel- 
fare Committee have continually emphasized the direct relationship 
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between prevalence of juvenile delinquency and inadequate or im- 
proper housing. The cost of our slums is far greater than most of us 
realize. The administration must bear its share of the responsibility 
for the effects of the housing situation, in terms of juvenile delin- 
quency. 

I do not say that any of us has as yet worked out a perfect housing 
program that is going to solve each and every facet of this complex 
and varied problm. Certainly I make no claim that S. 3158 is a per- 
fect bill which will meet all the Nation’s housing needs in a perfect 
manner. But I do say that I cannot understand how the inis- 
tration’s witnesses can possibly justify their request for only 35,000 
low-income public housing units for each of the next 2 years. They 
readily admit that the 35,000 units requested has no basic relationship 
to the need. They admit that the 35,000 units would not even meet the 
need in the 53 communities expecting to displace 135,000 low-income 
families under urban renewal programs now underway, thus estab- 
lishing a deficit for urban redevelopment alone. In addition, of 
course, hundreds of thousands of public housing units are needed for 
other people of low incomes, 

The 35,000 figure was arrived at in 2 very simple ways—what the 
administration thinks it can easily get through the Congress, and 
secondly what is called the demand of our cities. Personally, I 
challenge whether or not this is a demand figure. I believe that 
given encouragement and the removal of present restrictions on the 
public housing program, 2 or 3 of our great metropolitan cities alone 
could utilize the 35,000 units per year without anything left over 
for the rest of the Nation. 

I submit that to come before a congressional committee with such 
an admission as to how 35,000 units was determined reflects a cynical 
defeatism. Mr. Cole’s duty is to submit the facts to the Congress and 
present a program based on those facts. I submit and claim that he 
has failed utterly do to this. 

Mr. Chairman, I believe it is incumbent upon our subcommittee 
and upon the Senate and the Congress to proceed on the basis of the 
very best information we and our staffs can obtain as to the needs for 
housing, and not just make provision for a cheap, low number in 
order to appease the congressional opponents of all public housing. 

No one denies that we could eliminate every substandard home in 
America if we really wished to do so, I believe that. we should attack 
this problem on a crash basis. We should not wait for an economic 
slump or an acute housing crisis before we authorize a program of the 
size that is needed. We should not wait until we are forced to move 
under emergency conditions. The 84th Congress should proceed to 
do what each of us really knows should be done and can be done. 

I turn now to a brief explanation of the terms of S. 3158, my bill, 
which is, I believe, designed to achieve the purposes I have described : 


TITLE I 


Would authorize the construction of 200,000 units a year for each 
of 3 years of low-rent public housing. Ten percent of these units 
would be designed, constructed, and set aside for elderly couples and 
elderly single persons. 
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TITLE IL 


Would establish a National Mortgage Corporation with a lending 
authority of $1 billion with authority to make and service loans and 
issue obligations to stimulate a PROG of housing for families of 
moderate income. It, would stimulate cooperatives and nonprofit 
housing construction as well as supply loans for direct ownership. 
The period of loan amortization would.be 40 years, and the interest 
rate the cost of money to the Corporation from the private market 
plus one-half of 1 percent. The result would be drastically reduced. 
lower monthly costs to permit homeownership, through cooperatives 
or individually, or lower rents by this vast number of families whose 
need is desperate. It would encourage the investment of great reser- 
voirs of funds now held in pension, trust and retirement funds in 
badly needed housing . It is a realistic, basic effort, without the use 
of subsidies, to meet. the long-neglected housing needs of families of 
middle income, 


TITLE Dit 


Offices of coordination would be established under the Housing and 
Home Finance Agency in each of the metropolitan districts of the 
Nation to assist in coordination, planning, and research for the hous- 
ing needs of that particular district. Grants would be made available 
to assist local agencies to carry on planning and research in this field. 


TITLE. IV 


This would provide increased appropriations for public works to 
permit communities throughout a 5-year period to build a shelf of 
public works projects amounting to $20 billion to be used in the event 
economic conditions should so dictate. It would also authorize HHFA 
to guarantee local bond issues up to $1 billion for local public works 
and improvement programs in connection with housing—in other 
words, projects such as sewers, water, community facilities, and so 
forth. 

TITLE V 


Would strengthen the slum-clearance and urban-renewal programs. 
It would authorize the HHFA Administrator to make advances of 
funds on an annual basis up to 90 percent of local expenditures for 
rehabilitation and conservation activities and for redevelopment 
planning. The capital grant authorization for urban redevelopment 
is increased to $1 billion. Acquisition of areas to be cleared would be 
permitted over a period of years, and other amendments are included 
to assure that the purpose of redevelopment is actually carried out. 


TITLE VI 


Would liberalize FHA by authorizing a 40-year amortization of 
FHA-insured mortgages instead of the existing 30-year. An effort 
is made also to liberalize the Federal Home Loan Bank Act in order 
to make conventional credit aids available in areas that are presently 
not served by such credit facilities. 
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TITLE VII 


Would authorize an additional appropriation of $200 million a year 
for farm housing, to be administered by the Department of Agricul. 
ture. This title also provides that 10 percent of all housing’ built 
pursuant to the act would be suitable to meet the needs of elderly 
families and single persons. It defines “elderly family” as meaning 
families consisting of a single person 65 years of age or over, or 
families, the head of which or his spouse is 65 or over. The title also 
provides for the reestablishment within HHFA of a meaningful re- 
search program with a $2 million a year authorization to support it. 

A few additional words, Mr. Chairman, Charges have been made 
that the bill I have just outlined is sindiniioed antiprivate enter- 
prise.” I can state for the record that every home built under the 
terms of this bill would be constructed through the normal channels 
of private enterprise. Mr. Cole, in replying te one of my questions 
the other day on this subject, stated that he was concerned with giving 
the people a chance to put their savings to work and that some of the 
provisions of my bill would invade the private credit market. 

Mr. Chairman, may I state that in my opinion it is unfortunate 
that the Administrator of the Housing Agency is more concerned with 
the private interest rates than he is with building homes, I am inter- 
ested in building homes at reasonable prices. Pinw: for example, 
that there are millions of so-called middle-income families in the 
United States who cannot honestly afford and financially meet the 
burdens imposed upon the family budget as a result of the present 
high market prices on new homes. These families are not eligible for 
public housing. These are men and women who wish to raise their 
children in decent homes and apartments but who cannot afford the 
rents and the payments being asked for available housing. 

Once the program of middle-income housing contemplated in 
S. 3158 was underway, it is my firm conviction that private capital 
would invest in the obligations of the proposed Government corpora- 
tion. Rather than drying up the money market for housing as Mr. 
Cole indicated, I believe that the Corporation would attract the great 
reservoirs of funds now held in private pension, trust, and retirement 
funds which would then be channeled into the job of providing ade- 
quate housing for millions of middle-income families. 

Such a program would provide an adequate return on the invest- 
ment of these private funds. 

If, through the initiation of this middle-income housing program, 
the private capital in direct investment housing wished to move in 
and supply the capital directly for financing the construction of 
middle-income housing at reasonable costs, then it is contemplated, 
and the terms of the bill provide, that individual home borrowers 
would not be eligible for the loans through the Government Mortgage 
Corporation. What is needed is a device to incline private investment 
capital to flow into middle- and lower-income group housing. I be- 
lieve it is the Government’s responsibility to establish this device. 
That is the purpose of my bill. 

Mr. Chairman, either the Government is going to move: initially 
into the field of direct stimulation of construction of homes and pro- 
vide the initial funds until new sources of private capital begin to 
pick up the investments for middle-income families, or the present 
unsatisfactory situation is going to continue. 
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A question has also been raised concerning the definition of middle- 
income families under the terms of title [l—as families who must 
spend over 20 percent of their normal stable income in order to purchase 
or rent adequate eee 

It has been testified that at present about one-half of the purchasers 
of FHA-financed new home construction under section 203 of the 
present National Housing Act spend more than 20 percent of their 
effective monthly income for housing. I submit, Mr. Chairman, that 
when approximately one-half of the families participating on the 
FHA-insured new home program must spend more than 20 percent of 
their monthly income for housing, there is a serious need for a hous- 
ing program which can bring the family budgets of these families 
back into line. 

Families which are forced to spend so much for housing are thus 
restricted in the amount they can spend for automobiles, vacation, 
education of their children, health and medical needs, clothes, and 
all the other items which go into a well-balanced and well-planned 
family budget. 

In New York State, Mr. Chairman, it has been estimated that the 
middle one-third of the families of New York State earn between 
$3,750 and $5,900 per year. This, I must poimt out, is considerably 
above the national average. 

On the basis of spending one-fifth of their income for rent or hous- 
ing payments these families could afford to pay from $63 to $98 per 
month. Yet, in my State, very little housing is being built at these 
rental or sales levels, outside of some special no-cash-subsidy housing 
in New York —— 

Quoting now from the Report on Middle-Income Housing in New 
York State, which I have previously submitted for the record, one 
aspect of the size of the problem in New York confronting middle- 
income families is as follows: 

The magnitude of the existing need for middle-income housing is shown by 
the amount of money needed to provide decent housing for this group. Con- 
sidering only the 140,000 units which are dilapidated or lack proper plumbing, 
and which are occupied by middle-income families, an expenditure of about 
$1.8 billion would be required. Yet it is obvious that the actual need for housing 
families in the middle-income group is far greater than merely the replace- 
ment of the 140,000 physically substandard units. 

This, Mr. Chairman, is only the problem in New York State. Un- 
fortunately, we do not have detailed Sp on income, groupings 
und substandard units eccupied by middle-income families for the 
other States. Mr. Cole has stated that these are not available in the 
Housing Agency. But I believe I am safe in stating that the magni- 
tude of the problem-—if we knew the actual facts—would be even 
greater in other States than in New York. — 

May I say in closing that S. 3158 is an overall attack on the housing 
front. Fach title is designed to work as an integral part of an 
overall program, We desperately need more. adequate research in 
housing and related problems. We need a real attack on the problem 
of supplying housing for the aged. 

I hope, Mr. Chairman, that working together we can present to 
the Senate, and be able to send to the House, a real, dynamic housing 
program, 

I would like to insert at this point in my testimony a brief summary 
of the provisions of S. 3158. T would also like to state that. there is 
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in preparation for the record ‘a summary analysis of S. 3158, and a 
detailed reply to the administration’s report on this bill, T expect to 
have these for the committee’s record before the close of these hearings, 

Senator Sparkman. Without objection, they will be included jp 
the record. 


(The material referred to follows :) 


SuMMARY OF OmNrisus Hovustne Brix Proposing Broap New ATTACK 
on Hovusine FRontT 


TITLE I-—PUBLIC HOUSING 


This title amends the United States Housing Act of 1937. It changes the 
definition of “families” to include families consisting of a single elderly person. 
It expands the public-housing program by authorizing 200,000 additional units 
during each of the fiscal years 1957, 1958, and 1959, providing that balances not 
utilized in any such year shall be available until June 30, 1960. The title an- 
thorizes the Housing and Home Finance Agency to establish general physical 
standards with respect to low-rent housing projects and contains other technical 
perfecting amendments. It authorizes the Administrator to make loans and con- 
tributions to any public housing agency to assist in the acquisition of existing 
housing privately constructed for use as low-rent housing, under certain cir- 
cumstances. The title also repeals restrictions which have been imposed on 
the public-housing program at the local level by national legislation adopted 
since the Housing Act of 1949 passed. 


TITLE II-——MIDDLE INCOME HOUSING 


The National Mortgage Corporation is created with authority to make and 
service loans and issue obligations in aid of a program of housing for families 
of moderate income. Eligible borrowers under this program include (i) families 
of moderate income as defined in the bill, or (ii) certain private nonprofit coop- 
erative ownership housing corporations, and (iii) private corporations author- 
ized to provide dwellings for which charges are agreed upon or for sale to private 
nonprofit cooperative ownership housing corporations. The National Mortgage 
Corporation is authorized to issue capital stock to be subscribed for by the Sec- 
retary of the Treasury up to an amount not to exceed $100 million at any time. 
The Corporation may issue capital stock for subscriptions by corporate eligible 
borrowers and each such borrower must subscribe for capital stock in an amount 
equal to 5 percent of the mortgage loan which it seeks from the Corporation. 
The title prescribes the methods of payment, the terms and conditions of pay- 
ment for the stock and for mortgage loans. The method of retirement of the 
capital stock held by the Secretary of the Treasury is described as well as the 
distribution of the assets upon liquidation of the Corporation. The title author- 
izes the Corporation to make mortgage loans to eligible borrowers or commit- 
ments to purchase or participate in loans made by any FHA approved mort- 
gagee or to finance the development of a housing project upon certain certifica- 
tions by the Administrator. Borrowers agree, among other things, to estab- 
lish a schedule of rents or charges which will permit dwellings constructed to 
be made available to families of moderate income. The Corporation is author- 
ized to issue notes or other obligations in an aggregate annual amount not to 
exceed $1 billion except that with the approval of the President this amount 
may be increased after July 1, 1957, by additional amounts aggregating annually 
not more than $2 billion. The aggregate amount outstanding at any one time 
however is limited. Terms and conditions and procedure upon default of these 
obligations are prescribed. The Corporation is required to carry a reserve 
account for losses equal to one-quarter of 1 percent of the outstanding balance 
of mortgage loans. Not more than 10 percent of the funds shall be expended in 
any one State. Veterans preferences are provided for within other classes of 
preferences. Provision is made for taxes, protection of labor standards and 
penalties. The title in general is based on title III of S. 2246 introduced in 1950. 


TITLE III—HOUSING COORDINATION IN METROPOLITAN DISTRICTS 


The Administrator is directed to establish an Office of Coordination in each 
metropolitan district, to be headed by a director. Each director shall analyze 
housing and mortgage markets and housing needs, make reports and recommen- 
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dations to the Administrator, and appoint a representative advisory committee. 
The Director shall encourage the establishment of State or municipal agencies 
for metropolitan planning in connection with housing and public works needs. 

Matching grants may be made by the Administrator to assist local agencies to 
carry out the planning functions, and to reduce maximum mortgage ratios or 
maximum grants or loans otherwise available for such district upon recom- 
mendation of the directors. Such sums as may be necessary to carry out for the 
purposes of the title are authorized. 


TITLE IV—-AIDS TO LOCAL PUBLIC WORKS 


The Housing Act of 1954, is amended, (i) by authorizing to be appropriated 
for the revolving fund the further amount of $20 million, which may be avail- 
able to the revolving fund after July 1, 1956, and additional sums from year to 
year estimated to be necessary for the planning of a $20 billion local public- 
works program at the end of the 5-year period; (ii) by authorizing the Admin- 
istrator to guarantee, up to a face amount of $1 billion, the obligations of local 
public agencies issued for the purpose of acquiring sites for local community 
facilities in advance of actual need; (iii) authorizing to be appropriated $1 
million annually for a 10-year period to be used by the National Science Founda- 
tion for scholarships for the graduate training of professional city planning and 
housing technicians. The Housing Amendments of 1955 is amended by authoriz- 
ing $1 billion to be appropriated for the purpose of section 203 of that act. 


TITLE V--SLUM CLEARANCE AND URBAN RENEWAL 


This title amends the Housing Act of 1949. It authorizes the Administrator 
to make advances of funds on an annual basis up to 90 percent of local expend- 
itures for rehabilitation and conservation activities and for redevelopment 
planning. The financial formula for urban redevelopment projects, under title I 
of the 1949 act, is modified to require that local expenditures authorized as a 
part of the project plan shall not be required to exceed one-third of the aggre- 
gate net costs involved. Acquisition of areas to be cleared is permitted over a 
period of years. The capital grant authorization under title I of the 1949 act 
is increased to a total of $1 billion. The redevelopment plan required to be pre- 
pared by the local agency is made more comprehensive with additional emphasis 
on a program for relocating families displaced from renewal areas and for con- 
trolling population density in the locality. Vacant land assembly projects are 
encouraged. The title provides that local contributions in form of tax exemp- 
tion, cash or tax remission shall be accepted in lieu of local grants-in-aid required 
by this title. 

TITLE VI—CONVENTIONAL MORTGAGE CREDIT AIDS 


A 40-year amortization of FHA-insured mortgages is provided instead of the 
existing 30-year. The Federal Home Loan Bank Act is amended as follows by 
authorizing the Board to charter new Federal saving and loan associations and 
authorizing the Board to purchase stock issued by them, and for this purpose 
there is authorized to be appropriated $200 million; the Board is required to 
survey the mortgage lending resources of each State, including nonfarm areas, 
and to report perodically to Congress on its program for providing additionel 
needed institutions; Federal home loan banks are authorized to discount mort- 
gage loans made by banks in rural areas, such loans may be rediscounted by 
other banks in the general geographic area of the originating institutions, and 
rs — purpose there is authorized to be appropriated $200 million as a revolving 

The Federal National Mortgage Association is reestablished as a wholly Gov- 
ernment-owned corporation. It is authorized, in addition to its present author- 
ity, to make mortgage loans over 40-year periods or to purchase such loans, and 
to contract with private lenders to initiate and service loans. All rights, powers, 
obligations, and commitments of the FNMA are preserved. 


TITLE VIE-—-FARM HOUSING, HOUSING FOR THE AGING, HOUSING RESEARCH AND 
TECHNICAL INNOVATIONS 


_ This title amends title V of the Housing Act of 1949 by authorizing an addi- 
tional appropriation of $200 million for each ensuing fiscal year for farm housing. 
It broadens the term “elderly families,” with respect to all housing covered by 
the act, to mean families consisting of a single elderly person, or families, the 
head of which or his spouse, is of advanced age. Ten percent of all housing units 
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built pursuant to this act are to be suitable to meet the needs of elderly families. 

The Administrator is directed to eonduct a program of housing research jp 
accordance with title LII of the Housing Act of 1949, and there is authorized to 
be appropriated $2 million in new funds for this purpose for each fiscal year, 
together with up to $2 million of funds otherwise available to the Department. 
A representative advisory committee on housing research is established to guide 
the expanded program, and the focus of the research program is sharpened to 


direct the research inquiries to critical problems in housing construction, design, 
ete. 


MEMORANDUM SUBMITTED BY SENATOR HeRBerT H. LEHMAN COMMENTING ON THE 
Report on 8. 3158 SupMiTrep BY THE HHFA Anp Provipine a Deraug 
EXPLANATION OF THE Provisions oF 8. 3158 


TITLE I—PUBLIC HOUSING 


The Administrator confuses housing demand with housing need. Recent 
authoritative studies have pointed to the extent of the present need. In the 
face of the known need, the only explanation of why more projects are not applied 
for by our lecal committees is that they feel it useless to do so in the face of the 
arbitrary 35,000 yearly limitation, or because the red tape, oversupervision, and 
other limitations inherent in the national program have lessened their enthusiam. 
The need exists for at least 200,000 additional low-rent public housing units each 
year. It is an unfair reflection on the local housing agencies for the Administra- 
tor to suggest that they could not “efficiently” build to meet this need. There can 
be a smoothly running program only if the cities know that the authorization ex- 
ists for a sufficient number of units to justify them in engaging in the neces- 
sary planning, site selection, and acquisition. It is precisely the stop-and-go 
program of the last 2 years that has prevented our cities from preparing those 
long-range plans which are necessary if the 7 million or more substandard homes 
in the urban metropolitan areas in this country are going to be replaced. 

Low-rent housing should be available to those segments of the general public 
who need and are qualified for such housing. Residents of these projects could 
be representative of the communities in which they are located. The need of 
single persons is preportionately just as great as for others. While special 
provision sheuld be made for single elderly persons, as 8S. 3158 provides, there 
is no sound reason why single persons as a group should be excluded from 
public housing projects. In many cases a single person is a widow of an elderly 
spouse. Furthermore, single units are also desperately needed for relocation 
purposes. 

It is abundantly clear that the Public Housing Administration is not leaving 
sufficient discretion with respect to design and construction to the local housing 
authorities. This oversupervision is contrary to the clear legislative history of 
the Housing Act of 1949. It is gratifying to note that the Administrator of 
HHFA believes that PHA is already complying with the objective of this portion 
of title 1, but this is not substantiated by those who are attempting to construct 
and operate these projects on the local level. Since he agrees with the objective, 
it would be helpful if he would provide the committee with that language which 
he believes would clarify this confusion 

The Administrator objects to abolishing the 20 percent gap requirement. This 
requirement was originally intended to insure private enterprise that public 
housing will net compete with it, and to encourage private enterprise to provide 
rental or sale housing for the lower income groups. It is clear that no housing for 
this group is being provided. Section 221 of the National Housing Act was in- 
tended to relieve the pressure on the need for the public housing program, as the 
Adninistrator pointed out in 1954. Not a house has been built and not a project 
approved under this program. The Administrator should advise the com- 
mittee on how this program can be made workable, and especially how it can ever 
produce rental housing for the 20 percent gap area. On the other hand, abolition 
of this gap is essential for humane relocation and other hardship cases. 

It is gratifying to note that the Administrator agrees with the principle that 
overincome tenants may remain in low-rent housing during periods when other 
decent housing which they can afford is unavailable. Why is his concurrence 
not reflected in the Administration’s bill? 

The Administrator implies that local housing authorities can now acquire 
existing homes where appropriate, and he construes 8.3158 as a limitation on 
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this authority. It is most gratifying to have his admission that the authority 
exists in present legislation for this program, He states, however, that there 
have been so “few acquisitions of existing projects” that the particular effect 
of this provision would not be important. It would be helpful to the committee 
if the Administrator would advise as to where such acquisitions have taken 
place. This committee has been advised by representatives of local authorities 
that they are anxious to proceed with the acquisition of existing homes as well 
as future housing, as this will help to relieve the desperate need for housing 
which they know to exist in their communities. It would be helpful to them 
if the Administrator, since he believes some authority for this program now 
exists, would authorize the local authorities to proceed with this program. 

With respect to the repeal of the various Appropriation Act provisos which 
S. 3158 proposes, it is noted that the Administrator agrees that most of these 
provisos should be repealed. With respect to the Gwinn amendment, the Ad- 
ministrator states that this is a matter of basic policy which he believes can best 
be determined by the Congress. The entire housing bill is a matter of such basic 
policy which is to be determined by the Congress, and this committee is asking 
the Administrator for his comments with respect to that bill. Consequently, it 
would be helpful to have his recommendations with respect to this proposal, as 
well as all of the others. 

The Administrator states that Federal aid for housing should be made avail- 
able only to those communities which have adopted a “workable program” for 
dealing with problems of urban blight. It may be that 90 cities have adopted 
workable programs acceptable to the Administrator, but over 900 cities have 
public housing with or without such programs. The fact is that there is too 
great a housing need outside urban renewal areas to limit Federal aid in this 
way. Thousands of families are on waiting lists for local housing authority 
projects. The “workable program” concept would compel these families first 
to move to the worst areas, which are appropriate for urban renewal, before they 
would be eligible This is a most undesirable limitation on the scope of the 
needed public housing program. 


TITLE Il——-MIDDLE INCOME HOUSING 


S$. 3158 attempts to meet the needs of families of middle income, families priced 
ont of today’s market, but whose incomes are too high to be eligible for low rent 
public housing. Far frem replacing the private housing industry in this market, 
for which it is not now providing, the middle-income proposals of S. 3158 would 
provide the industry with the greatest incentive for growth it has ever experi- 
enced. This housing would be built by private enterprise, sold through private 
channels, owned, and operated by cooperatives or non-profit corporations, and 
would attract financing from reservoirs of savings presently excluded from the 
mortgage market. 

The present loans of the FNMA at nearly $3 billion have not bankrupted the 
country, and have had no adverse effect upon private lending or the private 
building industry. In 1949 and 1950 FNMA made $2.5 billion in loans with bene- 
ficial effect upon home building. The proposed borrowings of the National 
Mortgage Corporation provided for in title II are only half of the present loans 
of FNMA. This program would have similar beneficial effect, and for the groups 
that need it most—those not served by the FHA program. The organization’s 
lending powers and contribution requirements are more conservative than those 
recommended by the administration for FNMA, which serves higher income 
families. KNMA requires a 3 percent capital subscription, now proposed to be 
reduced to 2 percent or less. The National Mortgage Corporation would re- 
quire a 5 pereent capital subscription. Experience clearly demonstrates that 
FNMA type operations sustained home buying during short-term mortgage 
money shortages. 

1 believe that families should not be required to spend more than 20 percent of 
their income for housing. The present national average is below 15 percent, and 
is declining rapidly. This can have unfortunate effects upon the national econ- 
omy, as well as family welfare. The 20 percent goal raises housing expenditure 
levels higher than those prevailing today. Many FHA purchasers do purchase 
homes at prices requiring more than 20 percent. Some of these sales obviously 
include families with other sources of income. Others have large down payments 
in addition to other sources of income. But many are now compelled to purchase 
homes at prices they cannot afford to pay in the long run. It was just this type 
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of overbuying which produced the worst effects of the building crash in 1929. 
Families should not be required to sacrifice food, education, health, soung 
recreation, clothes, transportation, and other essential expenditures in order to 
buy a house. FHA’s average mortgage life of 7 years suggests that many fam- 
ilies may have overpurchased. The provision of 100,000 to 200,000 units per 
year for these middle-income families will have no measurable effect on the mar- 
ket for 40 million existing homes. Over the 20- or 30-year period the program 
may reduce prices of older homes by 5 percent or 10 percent—a desirable ani 
orderly goal. 

Again, it is noteworthy that the Administrator makes no reference to need or 
to market conditions, He is concerned only with the possible effect of this pro- 
gram on private lending and building activities. Does the Administrator know 
how many families in this income group need housing which they are unable to 
afford? How does he propose to house families of middle income who, for ex. 
ample, are displaced by an enlarged renewal program? What is needed, and 
what is provided by 8S, 3158, is a substantial program which will provide hous- 
ing for families of this income group at no greater cost than they can afford. 
Any recommendation the Administrator may have which will improve the 
draftsmanship of this bill to make it more effective and workable would, of 
course, be of great assistance to the committee. 


TITLE III—-HOUSING COORDINATION IN METROPOLITAN DISTRICTS 


It may be conceded, as Administrator Cole points out, that 168 offices of eo- 
ordination in as many metropolitan districts are unnecessary, It was the intent 
of the framers to provide such coordinators in the major metropolitan areas so 
that local governments might have a better opportunity to be heard on policy 
questions affecting them. 

The Housing Administration and its constituent agencies now make major 
policy decisions affecting home buying in the metropolitan areas behind the 
cloak of bureaucratic secrecy. The FHA has decided that the market for new 
housing has softened and it cuts back on loans in various areas. It decides that 
it will not insure loans in certain blighted areas or in certain suburban com- 
munities. The PHA and other agencies make similar policy decisions. One of 
the aims of title III is to compel the Administration to make their decisions in 
public and to give local governments an opportunity to be heard, Within any 
metropolitan area major decisions affecting growth, development and redevelop- 
ment are made by the HHFA, The system of mortgage insurance and guaranties 
has been a major factor in the rapid increase in suburban building, with its 
attendant problems for local governments. The HHFA Administrator has been 
fully aware of these problems, but it would seem that he has consistently failed 
to exercise appropriate leadership in assisting local governments to plan for 
sound housing development. 

In 1949 the Congress instructed the Administrator to “encourage the estab- 
lishment of metropolitan regional planning agencies.” The Administrator has 
done nothing under this power. In 1954 the Congress appropriated funds for 
grants to aid metropolitan planning. While these funds have produced useful 
results for local planning, no real progress has heen made toward action to 
carry out these plans. It is clear that for effective action the public must be 
informed about the magnitude of housing development in each metropolitan 
area. The Administrator needs such information to coordinate programs and 
to assure the economic soundness of Federal aids. It would, therefore, seem 
appropriate to establish a metropolitan market service for each area, and to 
give the public information collected by such an office. Transfer of present 
market analysis services to these offices would supply much of the needed 
personnel, with such additional staff as may be needed. 

A second requirement for effective local initiative to accomplish metropolitan 
planning is some incentive for local action. Very small changes in the rates 
of Federal aids could provide such incentive. Suburban communities are often 
now reluctant to join in metropolitan planning, but under the proposed system 
of incentives elements of the building industry resident in such areas doubtless 
would take an active interest in promoting metropolitan cooperation. Municipal 
governments would be provided with an opportunity to realize that cooperation 


with other governments in metropolitan planning could result in substantial 
economies to all. 68 
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TITLE LV-—-AIDS TO LOCAL PUBLIC WORKS 


Financial aids for local public works are increasingly necessary as an essen- 
tial element in housing programs, Almost every new home built requires school, 
highway, sewer, water, recreation, and health facilities to provide community 
services for its residents. Recent studies on the cost of municipal services 
for residential areas indicate that every million dollars in residential building 
necessitates $300,000 in public expenditures for community facilities. At present 
rates of home building this means 3 to 4 billion dollars from the local public 
expenditures per year. A very large proportion of all home building occurs 
in suburban areas where the need for community facilities is greatest. Debt 
limitations and other requirements of law and public policy prevent such com- 
munities from installing the facilities required to service housing until after 
the housing has been built and appears upon the tax duplicate. This usually 
causes a 2- or 3-year delay in the provision of community facilities. The bill 
seeks to meet this urgent need of local governments by authorizing Federal 
loans on a revolving-fund basis. As soon as the tax base has been developed, 
such loans could be converted to orderly private loans. The program would 
not interfere with local financing and would considerably expedite it. 

The Administration has made much of its shelf of planned public works. The 
economic report of the President in 1954 placed great emphasis upon the Admin- 
istration’s preparations to meet any possible decline in economic activity. The 
Administration claimed that the principal shelf of public works was or would be 
adequate to meet any such need. In fact, the principal shelf of local public works 
administered by the HHFA is totally inadequate to meet any such need. It in- 
cludes enough planned public works to provide about 2 or 3 months of employment 
at present levels of municipal construction. In the event of a depression these 
levels of construction could be expected to decline abruptly as they did in the 
early thirties, The present shelf would not fill this gap for 6 months. An appro- 
priate reserve of public works would be about 18 months’ construction at present 
levels of about $20 billion. This should be a reasonable goal for an economy 
which had effective plans for sustained prosperity. 

The Administration concedes that there is a great need for the advance acquisi- 
tion of sites for community facilities. It does not offer any reasonable alternative 
to the one proposed by S. 3158. The proposed guaranty of local obligations would 
permit such advance acquisition without incurring a large Federal debt. It 
would keep the financing under local control. Losses on the program would be 
expected to be negligible. The objection that other legislation would be required 
to make the program operative could be raised to any new program. The pro- 
gram could be established on a revolving fund basis and could be administered 
by a housing administrator if the Secretary of the Treasury would agree to such 
a provision. In fact, there is broad administration of a number of programs at 
the present time, this having been the history of all major Federal housing ad- 
vances, 

Finally the Administration concedes that there is an urgent need for scholar- 
ships for graduate training of professional city planners and housing technicians 
to meet the needs generated by Federal housing and urban renewal programs. It 
takes refuge in objectives of a broad and undefined character. The National Re- 
search Council now administers a number of scholarship programs particularly 
of the graduate training physicists and other scientific technicians in fields of 
concern to the National Government. The relatively small program proposed 
could quickly double the volume of training of professional city planners and 
housing technicians. This would assist in remedying an acute shortage which 
has persisted throughout the postwar period. 

In 1955 only 147 persons received advanced degrees in city planning. The num- 
ber of new positions created as a result of Federal housing and renewal programs 
must have extended this number by 2 or 3 times. There are, at the present time, 
several hundred unfilled positions in local planning and housing agencies waiting 
to operate with Federal aid. The only remedy to this acute shortage is a modest 
scholarship program which would make it possible for needy and well-qualified 
students to obtain graduate training in this field in any of the 20 colleges and 
universities which offer such programs. 


TITLE V—SLUM CLEARANCE AND URBAN RENEWAL 


The Administrator places major emphasis upon programs of rehibilitation, con- 
servation, and code enforcement as an essential part of comprehensive housing 
programs. Communities are required to undertake such activities to qualify for 
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Federal renewal and housing aids. Experience to date with renewal and re. 
habilitation activities clearly demonstrates that these activities are of little valye 
if they are conducted on a spot “once only” basis. Areas which were rehabilitated 
5 years ago have slipped back into conditions of blight which make mockery of 
the claims of the proponents of rehabilitation. Communities which have em. 
barked upon such programs are now engaged in efforts to devise methods for 
carrying on rehabilitation on a sustained permanent basis. There is abundant 
evidence that only such a sustained program will meet even part of the claim 
for rehabilitation. 

But rehabilitation activities are financed on a project basis. The assumption 
of project financing is that once the rehabilitation has been accomplished no 
further action is needed. This is clearly not the case. Rehabilitation and 
conservation work in any neighborhood must be a continuous process based 
upon a combination of public enforcement, public improvement of community 
services, private neighborhood participation and private investments in main- 
tenance and property improvement. If sound continuing programs of rehabili- 
tation and conservation are to be encouraged, Federal aids should be pro- 
gramed on a continuing, rather than a once only basis. Title V proposes to 
make Federal aid for such continuing activities possible through the annual 
budgeting of Federal aids for the central planning, programing and super- 
vision of rehabilitation programs. 

The bill would also serve to stabilize local government planning and redevelop- 
ment projects. Such planning is now financed on the basis of loans authorized 
by the HHFA for particular areas. It has now recognized that the planning 
and redevelopment will take place over a period of 20 or 30 years. Under these 
circumstances it is foolish to finance local planning on the basis of 6, 8 or 10 
months of activities with respect to a particular area. The provisions of the 
Housing Act of 1949 with respect to the refunding of such planning advances 
as a part of project expenditures when they arise could serve such a program 
of continuing support for planning as conveniently as it could serve for the 
refunding of present project planning advances. 

The Administrator also objects to the proposal that local grants-in-aid for 
urban renewal should be limited to one-third of net project costs. As the pro- 
gram has operated local communities have been required to spend substantially 
more than the proportion required by the Housing Act of 1949. The major 
obstacle to the expansion of urban renewal programs which are now operating 
at levels far below those required to eliminate slums is the inability of local 
governments to raise needed sponsors’ contributions. The modest reduction 
proposed is an essential element in any expansion in this program. The pro- 
posal would not involve any more possibility of maladministration than is 
involved in the present program. 

The Administrator agrees that the relocation problem is “one of the most 
difficult and important problems in the urban renewal program.” Despite 
this admission he has failed to require of localities a comprehensive plan for 
the relocation of population based upon the estimated total urban renewal 
requirements in the community. It has been satisfied with relocation programs 
which move families from one crowded area to another already crowded area 
thus redistributing overcrowding without providing any present or ultimate 
reduction in population density. This section of S. 3158 would require the 
Administration to include such a plan for the reduction of population of over- 
crowding areas as it has failed to do in its administration of the present program. 
Any such relocation program must ultimately provide additional residential 
areas on which is presently vacant land in order to reduce overcrowding. 

S. 83158 takes cognizance of this need for the expansion of residential areas 
in order to accommodate the population present housed in overcrowded areas. 
It proposes to remove an obstacle to redevelopment action to assure that space 
is available for such housing. It would do this by permitting vacant land 
projects necessitated by relocation to be incorporated in the “averaging” pro- 
visions of the present law. Under these provisions communities may average 
all projects and count excessive sponsors’ contributions on one project as part 
of the costs of other projects. The averaging provision if applied to relocation 
projects on vacant land would create satisfactory incentives for local com- 
munities to plan for the orderly relocation of families for overcrowding areas. 


TITLE VE-—-CONVENTIONAL MORTGAGE CREDIT AIDS 


The Administrator agrees with the. proposal to increase the maturity of 
mortgages under section 221 of the National Housing Act from 30 to 40 years. 
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The present arrangements with respect to private stock participation in the 
ownership of FNMA have proven to be unworkable as is evidenced by the 
Administration’s own proposals for a reduction of capital purchase require- 
ments, Further, private ownership of FNMA has served as an obstacle to its 
performance of its proper public functions. Finally under the present plan 
homeowners are required to pay in the price of the homes they buy for capital 
stock in FNMA which is owned by mortgage lenders. This is the first time in 
Federal mortgage credit history that the home buyer has been required to buy 
stock for somebody else. These provisions are resulting in unjustified bonuses 
to the homebuilding industry. Only if FNMA is a wholly Government-owned 
corporation can it perform its essential public functions, particularly those 
authorized as special assistance functions by the Housing Act of 1954 but never 
utilized by the Administration. If the stock ownership provisions are desirable 
the law should require that the stock be held by the homeowner who pays for 
it in the price of his home. 

Testimony of home builders and mortgage lenders indicates that during the 
acute shortage of mortgage money that developed in late 1955-56 the existing 
mortgage lending institutions. could not adequately service the needs of the 
homebuilding industry. If residential construction is to be expanded still 
further to meet acknowledged national housing needs, it is clear that addi- 
tional measures will be needed to channel savings into mortgage loans. The 
authorization for the establishment of private national mortgage association 
has never been tried: Most authorities agree that it is a useful deviee for 
encouraging private investment in a form of certificate which would approach 
that of a good bond or stock. The Administration should be encouraged to try 
such a device. If the present proposal is unsatisfactory, but if the principle 
is sound and the need is admitted, the Administration is under an obligation to 
come forward with workable proposals with which to meet these needs. 


TITLE VIE—FARM HOUSING, HOUSING FOR THE AGING, HOUSING RESEARCH, AND 
FEDERAL INNOVATIONS 


The need for additional housing for aged families is widely recognized. These 
needs will not. be met solely by public housing or by high-cost housing insured 
under present programs. It is therefore clear that the Congress must express 
the intention that present housing programs shall be so administered that all 
of them shall provide'for aged couples and individuals. The legislation should 
provide that a minimum of 10 percent of housing for the aged should be built 
into all programs. Administering officials would be responsible for developing 
incentives to assure this end. 

The HHFA agrees that a housing research program is urgently needed yet 
objects to the establishment of a research advisory committee representative 
of all interests in the country. We can see no possible sound basis for objection 
to establishment of such an advisory committee. The research program as 
enacted in the Housing Acts of 1948 and 1949 have encountered recurring diffi- 
culties because of the denial of annual congressional appropriations to it. Since 
the HHFA has a huge contingent liability of over $50 billion and since an ade 
quate research program is essential in order to allow the Administrator to 
assure economic soundness for this huge volume of liability and for annual 
increases in that liability, it is only reasonable that a part of the research pro- 
gram should be financed from the present reserves and operating funds avail- 
able to the agency. This should be a minimum part of a research procvram 
needed for orderly, sound and reasonable action. It is estimated that $2 million 
per year would be needed to provide the Administrator with essential current 
market data, volume of construction, and urban development conditions. Addi- 
tional research funds should be obtained by annual appropriations from Con- 
cress under the authorization proposed. 


Senator Lenman. Mr. Chairman, I would also like to have placed 
in the record of these hearings at the conclusion of my testimony a 
report on pension funds and housing investment prenared by Mr. 
Joseph .P. McMurray for the Governor of New York State. Mr. 
Joseph P. McMurray is, as we all recall, of course, commissioner of 


housing of New York State and was long connected with this com- 
mittee, 
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Senator Sparkman. That will be placed in the record along with 
the very excellent statement that you have given, Senator Lehman. | 
was particularly pleased to have you discuss at the length you did the 
problem of palates housing. I feel that, in spite of all the 
progress we have made in developing a fairly good overall housing 
program down through the years, that has been one field in which we 
are badly lacking. I think it is a challenge to us to try to get adequate 
legislation and to the people of the industry who are interested in 
housing to try to work out a program that will insure adequate, 
decent housing that the middle-income people can afford to buy. I 
believe statistics show that during the past year the median cost of a 
house built under the FHA and perhaps VA—certainly the FHA— 
was $13,700. 

Senator Leuman. That is right. 

Senator Sparkman. Of course, the class of people that you talk 
about cannot afford to buy that kind of a house. 

Senator Lenman. Very true. 

Thank you, Mr. Chairman, and I want to thank you, Mr. Rouse, for 
yielding to me. 

(The report by Joseph P. McMurray, commissioner of housing of 
New York State, follows :) 


REPORT ON PENSION FUNDS AND HovusiIne INVESTMENT 


To Gov. Averell Harriman From Joseph P. McMurray, Commissioner, Division of 
Housing, State of New York, March 15, 1956 


INTRODUCTION 


The availability for investment of constantly increasing pension funds, amount- 
ing currently to some $25 billion, has led many persons concerned with these 
problems—bankers, pension fund trustees, union officials, leaders in cooperative 
housing, Government officials, housing economists, and others—to suggest the 
possibility of using pension funds as a source of long-term, moderate-interest 
loans for housing. Interest in this idea has been expressed more and more fre- 
quently in recent months, particularly as it became evident that pension funds 
were growing at an unprecedented rate and were seeking new investment 
channels, and at the same-time mortgage money was becoming difficult to find. 

The investment of pension fund reserves in housing mortgages is not unprece- 
dented. The fact that such investment has not taken place on a larger scale is 
due to a number of factors some of them complex. The New York State division 
of housing has been studying these problems during the past year in an attempt 
to see if the possibility of expanding the scale of pension fund investment in 
housing could be translated into a practical plan. 

Pension fund reserves could be invested in conventional mortgages, in FHA- 
insured or VA-guaranteed loans, or in special programs of State or municipally 
supervised housing for middle-income groups. The division feels that it is impor- 
tant to expand housing production of all kinds and at all levels, particularly for 
those groups which are not being adequately provided for by current private 
construction or are not eligible for existing publicity-aided programs, 

The New York State Legislature, and the people by referendum, have just 
authorized loans of $50 million to limited-profit housing companies, including 
cooperatives, for the construction of housing to meet the needs of middle-income 
families. Alone the 50 million ean finance only a little more than 4,000 dwell- 
ings ; this is but a small fraction of the enormous need. This is discussed more 
fully in my report to you of January 26, i956, on the subject of “Middle Income 
Housing in New York State.” Asa result of the proposals in your special message 
on housing the legislature is now considering a $200 million increase in the 
amount available for such loans. 

The State division of housing has, among other possible ways of ex 
housing production, been searching for ways to enlarge the usefulness of the 
existing authorization by combining and supplementing it with money from non- 
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governmental sources. Of the nongovernmental funds which might be used in 
this vital task, the division feels that the pension fund reserves accumulating in 
labor and labor-management plans represent one of the largest potential sources 
of middle-income mortgage financing. These discussions are directed toward 
finding ways of making mortgages purchased by such pension funds safer and 
more attractive. 

It is the purpose of this preliminary report to outline what is known about 
pension funds and mortgage investment, and some of the related problems, in the 
hope that such a document will further stimulate interest in the subject and 
action in the field. Some tentative suggestions will be made in answer to the 
difficulties that appear to exist, designed primarily to encourage further thinking 
and exploration. The division intends to discuss these suggestions, and others 
which may be presented, with interested groups before recommending specific 
legislative measures or administrative action. 


GROWTH OF PENSION FUNDS 


Although modern welfare plans represent in many respects a new approach 
to man’s age-old search for security, welfare plans in some form have a long 
tradition of mutual self-aid behind them. The early associations of workingmen 
in this country carried on this tradition, and one of the first sick benefit programs 
in the United States was established in 1806, with the organization of the 
Pennsylvania Society of Journeyman Cabinetmakers. 

Welfare plans are generally divided into two types. The earlier plans tended 
to cover such current emergency needs as health, accident, and death benefits. 
More recently, there has been a growth of pension plans designed to meet the 
long-term needs of old age and retirement. 

Before the passage of the Social Security Act in 1937, less than 15 percent of 
those employed were covered by retirement systems. Coverage was very uneven, 
ranging from almost 100 percent in the communications industry to virtually 
nothing in retail trade or agriculture. Employer-sponsored plans, including 
railroads, covered about 3.7 million of the 6 million employees included in plans, 
and the special systems for Government employees covered about 2 million. 
Around 200,000 employees of nonprofit institutions, such as clergymen and uni- 
versity and college teachers, also had protection, and a few workers were covered 
by union-sponsered plans. Most employees of business and industry, however, 
were protected under a retirement program only when coverage under the Social 
Security Act became effective. 

Currently, most private industry plans are supplementary to and of more 
recent origin than the public programs under social security. Practically all 
collective bargaining plans were established after 1940, and the great majority 
after the war; relatively few of the existing employer-sponsored plans were 
established before 1940. 

A few private pension plans are very old. The American Express Co. (prede- 
cessor of the Railway Express Agency) set up in 1875 the first private pension 
plan in the United States. The Consolidated Gas Co. of New York (predecessor 
of the Consolidated Edison Co. of New York) set up its pension plan in 1892, 
but at the beginning of the 20th century, there were only 12 private pension 
plans in the United States. Several plans were established soon after the turn 
of the century, examples of which are the Carnegie Steel pension plan and the 
pension plan of the Standard Oil Co. of New Jersey, established in 1901 and 
1903, respectively. 

Most of the early plans were not supported by regular contributions, did not 
set up reserve funds, and carefully avoided establishing “rights.” The pension 
was usually discretionary with the employer and considered a gratuity, and 
could be terminated or reduced at will. The establishment of such plans did not 
usually stem from any demand from employees but was initiated by the em- 
ployer. Gradually, the legal character of pension plans has changed, particularly 
in the last 20 years, until today practically all pension plans are nondiscretionary 
and are considered a right of any employee who meets the eligibility conditions. 

In 1905, the first trade union pension fund was organized by the Granite Cut- 
ters’ International Association of America and soon thereafter, the first formal 
pension plan was adopted by a large labor organization, The International Typo- 
graphical Union. Early pension plans suffered from instability during periods 
of economic stress, since in many cases they were operated on a pay-as-you-go 
basis without consideration of reserves. During the depression years of the 
1930’s many employers’ private pension plans discontinued, suspended or reduced 
benefits, and it is generally believed that the union plans had the same experience. 
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During the 1920's, insurance companies began to sell group annuity policies 
and, following the establishment of social security, there was a considerable 
upsurge in the establishment of “insured” pension plans as supplements to the 
— Program. On the whole, however, few pension plans were started in the 

930's. 

The advent of World War II gave a strong impetus to the establishment of 
hew pension plans and to the development of other health and welfare programs 
because of the special conditions growing out of the war economy. Cash wages 
were frozen and pensions were one of the few ways left open to employers to 
grant increases in compensation and to compete with each other for labor. 
Moreover, the establishment of pension funds was made relatively inexpensive 
because of the operation of the excess-profits tax; for a firm in the higher 
brackets of the tax then in effect, money put into a pension plan actually cost 
the company only 20 cents on the dollar. 

The movement by employers and unions to establish new employee-benefit 
programs or to bring existing programs within the scope of labor-management 
contracts represents one of the outstanding postwar developments in labor-man- 
agement relations, Since 1949, the growth in coverage under private: pension 
plans can, to a considerable extent, be traced to the drive of the big industrial 
unions. Although unions have always provided benefits for their members in one 
form or another, the present importance of negotiated welfare funds marks a 
departure from prior methods. 


CHARACTERISTICS OF PENSION FUNDS 


Over 11 million workers were covered by some type of health insurance or pen- 
sion plan under collective bargaining agreements in early 1954. Pension plans 
under collective bargaining covered approximately 7 million of these workers, or 
almost 40 percent more than in mid-1950. However, this 7 million still repre- 
sented less than half of the estimated 16.5 million workers under all collective 
bargaining agreements at that time. 

Pension plans are usually more complex and require higher contributions 
than health insurance plans, which may account in part for the difference in 
prevalence between the two, Pensions, in most cases, involve substantial finan- 
cial commitments of a long-term nature, while health insurance benefits are of 
a relatively short-term nature, 

The major difference between former union plans and those which have been 
inaugurated in recent years is that under the new plans the employer is, in most 
instances, either the principal or. the.sole source of contributions to the fund. 
Nearly 85 percent of the workers covered by pension plans received benefits on 
a noneontributor basis in 1954, as compared with approximately 75 percent in 
1950. 5 . 

Private pension funds may be classified either as insured or self-administered, 
depending on whether an intermediate insurance carrier is resorted to. Under 
insurcd funds, benefits are provided by insurance companies through the pur- 
chase of group insurance contracts, for which the contributions act as pre- 
miums. The self-administered plans provide benefits directly from the fund 
without recourse to an insurance company. 

Pension plans may be administered by the union alone, by a bipartite trustee- 
ship representing the union and the employer, or by a tripartite trusteeship con- 
sisting of union, employer and third-party representation independent of both 
management and labor. Bipartite trusteeship of union welfare funds is most prev- 
alent, both in insured and in self-administered plans. Those administered solely 
by unions are largely plans which were organized prior to the enactment of the 
Taft-Hartley law iu 1947. This law requires equal representation of employees 
and employer in the administration of welfare funds receiving employer con- 
tributions and established after 1946. 

The amount of money presently accumulated in pension funds has been es- 
timated to total about $25 billion, an amount equal to the total deposits in 
all mutual savings banks and greater than those in all sayings and loan associa- 
tions in the United States. Current contributions are adding to this total at a 
rate of $2 to $2.5 billion per year. Assuming a 3 percent average return on the 
funds’ assets, and a continued growth at this rate, the accumulated funds may 
be expected to double by the end of 1962, 

Recent estimates have indicated that insured pension plans cover about 40 
percent of total pension fund assets, and that self-administered (or trusteed) 
pension plans of unions and corporations represent the other 60 percent. Not 
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inetuded in these figures are the substantial investments of Federal, State and 
jocal pension plans, which are administered by public boards for public em- 
ployees. This report is concerned only with the self-administered or trusteed 
private plans, and at the present time the assets of these latter funds are esti- 
mated to be approaching $15 billion. 

In only a fraction of the noninsured funds is the investment wholly or par- 
tially under union control, with 85 percent of more controlled by employers or 
by banks designated by them as trustees. Among the unions which have a 
dominant voice in controlling large pension funds are those in men's and women’s 
clothing, coal mining and electrical construction. Typical of those which are 
invested by bank trustees designated by the corporations are the pension funds 
for automobile and steel workers. 

The Amalgamated Clothing Workers of America is estimated to have in- 
surance and retirement funds totaling $115 million under union control. The 
International Ladies’ Garment Workers Union has in the neighborhood of $188 
million in various local and international funds. The United Mine Workers 
Union controls health, welfare, and pension funds totaling about $140 million. 
In the steel industry pension funds are invested under company control, and 
are estimated at present to exceed $1.2 billion. The pension funds negotiated 
by the United Auto Workers are bank administered. 

At present, the most significant economic characteristic of private pension 
plans is that they are primarily a method of collecting money now in order to 
pay benefits later. Most plans are relatively new, so that there are few pen- 
sioners now, but money is being set aside for the future retirement pay of many 
millions of current workers. Ultimately, the money going to retired workers 
in pensions may exceed that being set aside, the difference being made up by 
earnings on the accumulated funds. For the next few decades, however, pen- 
sion payments will represent a relatively small proportion of what industry 
sets aside to cover future needs. The typical fund might be expected to grow 
for its first 20 to 80 years and then would level off, except in the case of infla- 
tion, increased benefits, or increased membership. 


PENSION FUND INVESTMENTS 


The types of investment held by pension funds differ from fund to fund. At 
the end of 1954, the Securities and Exchange Commission reported that self- 
administered funds on the average invested 54 percent of their assets in cor- 
porate bonds, 18 percent in Government bonds, and 18 percent in common stocks. 
Of the rest, about 4 percent was in preferred stock, 2 percent in cash, and the 
remaining 4 percent in other assets, which include mortgages. 

The State banking department has recently published a detailed study of 
pension and welfare funds held by banks in New York State. An analysis of 
1,024 pension funds, with total assets of almost $5 billion, disclosed 40.65 percent 
of these funds’ assets to be invested in public utility bonds, 18.75 percent in 
United States Government bonds, 15.21 percent in industrial bonds, 6.77 percent 
in other bonds, 12.53 percent in common stocks, 2.83 percent in preferred stocks, 
and 3.26 percent in cash and other assets. Among these other assets, mortgages 
represented 0.244 percent of all investments. 

It is evident that up to the present, pension fund investments in mortgages 
have been at a minimum—limited, in most cases, to investments by trustees 
in conventional mortgages at going market rates, and in a few instances, to 
investment by union-managed pension funds in mortgages of cooperative devel- 
opments at an interest rate which may be at or slightly below the market. 

The diversification of pension fund investment is a matter generally within 
the diseretion of the trustees, insofar as the trust agreement and the limitations 
of trust investment statutes permit. However, the small percentage which has 
gone into mortgages up to the present is not an indication of what could go into 
this market, if such investments were made more attractive to the trustees. It 
has been suggested that pension funds, in order to round out their investment 
portfolio, could put at least 10 percent and possibly up to 20 percent in mort- 
gages. This would, at the present level of self-administered pension-fund assets, 
make available in the vicinity of $2 billion, and the amount available could 
increase by about $200 million per year. 

An analysis of the types of investment in which pension fund assets are 
currently placed can give us an indication of their income, and can suggest the 
return which they would require from investments in mortgages. The return on 
the greatest portion of pension-fund investments, corporate bonds, is probably 
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in the vicinity of 3.1 percent. In the beginning of 1956, a tight money period, 
Standard & Poor’s and Moody’s services showed highest grade corporate bonds 
yielding an average of 3.06 percent (Standard & Poor’s Al+) to 3.11 percent 
(Moody’s Aaa), and the next highest grade yielding 3.16 percent (Standard & 
Poor’s Al) to 3.19 percent (Moody’s Aa). Taking industrial bonds only, the 
average yield was slightly lower, running from 3.03 to 3.06 percent for the 
highest grade. 

Government bonds, the next largest share of current pension fund investment, 
were yielding about 3 percent for the longest maturity Treasury bonds (40 
years), and between 2.83 percent and 2.93 percent on other maturities over 10 
years. The yields on high-grade tax-exempt State, local, and public authority 
issues were lower and ranged from about 1.90 to 2.60 percent, but because pension 
funds are tax exempt, they are generally not interested in these bonds. Common 
stocks, which accounted for about the same portion of pension fund investments 
as Government bonds, yield just in excess of 4 percent if the so-called blue chips 
are considered, and it is not likely that trust funds invest in common stocks 
of much lower caliber. 

The report of the State banking department already referred to sets out the 
average rates of investment return of funds held by banks in New York State. 
This return in 1953-54 ranged from 2.07 percent for funds investing in United 
States Government issues only to 3.49 percent for funds not generally restricted 
on investments by their indentures. Within this range are funds investing only 
in securities legal for life-insurance companies, earning 2.93 percent; in invest- 
ments legal for fiduciaries, earning 3.08 percent; and in a combination of such 
legals for life-insurance companies or fiduciaries, earning 3.26 percent. The 
average rate of return for all of the 1,024 reporting funds was 3.18 percent. 

FHA and VA small house mortgages now yield about 414 percent fully serviced, 
under present tight market conditions, and yields on conventional mortgages 
appear to be no lower. For example, rental project mortgages under section 207 
of the Federal Housing Act were recently yielding 4.39 percent, and cooperative 
project mortgages under section 213, 4.35 percent. Mortgages on older rental 
projects built under the now defunct section 608 provisions, with a slightly 
shorter maturity, were yielding 3.92 percent or a little more. It is apparent, if 
these yields are considered, that at the present time conventional, FHA and VA 
mortgages on rental and single-family, high-quality sales houses should be attrac- 
tive in comparison with the more traditional investments. 

It does not appear, however, that the need for middle-income housing can be 
adequately satisfied at these mortgage rates. In your commissioner’s report on 
middle-income housing in New York State, the effect on housing costs of varying 
interest rates is discussed. This study points out that the middle third of the 
State’s families, with annual incomes ranging from approximately $3,750 to 
$5,900, need housing with rents or monthly carrying charges ranging from $63 
to $99 per unit. This means that the range must be between $18 and $22 per 
room. In order to supply housing at these prices at current construction costs, 
the report points out, financing must be secured at lower interest rates than 
are currently being paid for conventional or federally insured mortgages. 

If housing for middle-income families is to attract pension fund money at such 
lower rates, it would have to make up for its more moderate yield with greater 
safety and flexibility. Housing built for middle-income families, particularly 
if under public supervision, would constitute an investment meeting this require- 
ment. Because of their lower construction costs, more moderate rents, greater 
stability of value, and minimized chances of default, such projects may well 
represent a potentially attractive investment opportunity for pension fund 
trustees even at a moderate interest rate, provided that the return still com- 
pared favorably with that realized from corporate or Government bonds and 
the other types of investment in which pension funds are traditionally invested. 
This point is discussed in greater detail in the next section of this report. 


PROBLEMS OF PENSION FUND INVESTMENT 


As has already been pointed out, pension funds have not until now been 
invested to any large extent in mortgages. Outside of a limited amount of invest- 
ment by trustees in conventional mortgages, the only projects in New York 
State built specifically with pension funds controlled by union-management 
boards or committees are Electchester and Corlears Hook in New York City. 
Electchester, a 2,225-unit project, was built in 1953-55 by local 3 of the Inter- 
national Brotherhood of Electrical Workers, together with the electrical con- 
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tractors acting through the joint industry board. Corlears Hook, with 1,668 
apartments, opened for occupancy in 1955 under the sponsorship of the Inter- 
national Ladies’ Garment Workers’ Union. Both of these projects are coopera- 
tives. In addition, the New York Times of November 20, 1955, reported a $42 
million private conventional rental development projected in Queens, Forest Hills 
Park, is being financed partly by the retirement funds of such large corporations 
as General Motors and Ford. 

On January 16, 1956, Robert Moses, chairman of Mayor Wagner’s Committee 
on slum clearance, announced approval by the New York Building trades coun- 
cil of a program of cooperative housing projects to be financed at least partially 
out of the pension and welfare funds of the unions in the council. This plan 
contemplates a return on investment of 4 percent to 44% percent. 

This proposal has not only stimulated interest in the idea, but, more important, 
it gets underway, to a degree greater than up to now has been attempted, a pro- 
gram of union pension housing. The success of this type of program would 
serve more than anything else to reveal the potentialities of this tremendous 
source of funds for decent housing for the average family. 

With the exception of Electchester, the interest rate paid or expected to be 
paid to the funds has been the market rate—usually between 4 percent and 4% 
percent—and thus the use of pension funds as such has not resulted in any 
particular sayings to the projects. Blectchester is unique in that a large part 
of its financing from the union’s pension fund was at 2% percent. The low 
monthly charges at that project reflect the low-interest rate at which it got part 
of its mortgage money and contrast sharply with substantially higher rents 
contemplated for Forest Hills Park. 

Investment in mortgages by pension funds has not been more generally at- 
tractive to trustees for a variety of reasons. These represent real difficulties 
and should not be minimized. The whole problem of pension fund investment 
in housing is still new. We need to know what the difficulties are, so that we 
can analyze them and attempt to understand their implications. It is not the 
purpose of this analysis to emphasize the negative aspects of these problems, 
but rather to state the issues and suggest how they can be resolved. 

It should be remembered that investment in housing mortgages is constantly 
being made, on a vast scale, by savings banks and savings and loan associations. 
These mortgages, particularly when backed by FHA insurance or VA guaran- 
ties, are generally considered safe and appropriate investments. At the same 
time, billions of dollars in pension funds are currently invested in bonds and 
high-grade stocks whose rates of return and safety, taken together, are less 
advantageous than those yielded by good mortgages. 

Opinions of experts differ at many points on the problems and difficulties 
involved in inducing pension fund trustees to invest in housing, and much more 
information needs to be secured before some of the factors can be properly 
evaluated. In order, however, to have a basis for discussion, the following 
preliminary analysis is made. In it an attempt has been made to list the major 
problems and difficulties which seem to have, in the past, impeded the increased 
flow of pension fund reserves into housing mortgages, and to suggest possible 
ways of encouraging and stimulating that flow. 

In analyzing the problems involved, a distinction should be made between 
investment in conventional, FHA or VA-insured mortgages on the one hand, and 
investment in special types of projects such as the limited profit housing com- 
panies or nonprofit cooperatives permitted| under New York State law, on the 
other. As was pointed out in some detail in your commissioner's recent re- 
port on middle-income housing, projects of the latter type—because of their 
lower costs, lower rents, partial tax exemption, and strict State supervsion— 
can be made available at rents and monthly charges considerably below those at 
which comparable accommodations can be found on the market. Thus they are 
brought within the paying ability of a vast middle-income group which cannot 
now find suitable housing. 

The limited profit housing companies law, passed by the 1955 legislature and 
approved by the people in November, provides $50 million in State low-interest, 
long-term loans for such projects. As proposed by you, Governor Harriman, the 
legislature is currently considering an increase in the amount authorized for 
this program by $200 million. The division of housing has had long experience 
with supervising the erection and management of a series of middle-income 
housing projects built under the earlier State limited dividend law. In the in- 
terest of the consumer, the division has limited profits, prevented windfalls, 
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improved construction and lowered costs. As the projects which might seek 
pension fund mortgages could be built under such State supervision, an added 
security factor would be present in such middle-income mortgages purchased 
by the pension funds. 


KEY PROBLEMS 


Studies so far made by the division indicate that the following problems are 
those which up to now have most frequently impeded the flow of pension funds 
into housing mortgages, and suggest certain solutions, as set out below: 

1. Many pension fund trustees are inexperienced in the buying and servicing 
of mortgages and have not wanted to get involved in complicated problems of 
record keeping. They are not equipped to negotiate and supervise correspondents 
in loan servicing operations, nor to set up internal loan servicing departments. 
On the other hand they cannot, as trustees, delegate these functions to mortgage 
companies, as this might open them to the charge of neglecting their fiduciary 
responsibilities. 

The fact that in New York City several projects have recently been financed 
wholly or partially out of pension reserves indicates that under the right con- 
ditions these difficulties can be overcome. Pension funds would be expected to 
invest chiefly in large projects, which do not require the volume of servicing 
operations created by large numbers of small mortgage loans to individuals. As 
a result, trustees might not find it necessary to delegate the selection or super- 
vision of mortgages. 

Limiting the selection of mortgages to special kinds of middle-income projects 
or publicly supervised projects could also relieve the inexperienced trustees from 
some of their fear of investing in an unfamiliar field. Moreover, since the past 
mortgage experience of pension funds, particularly those run by unions, has 
been chiefly in cooperative housing, the trustees might be more willing to under- 
take additional investment in such housing as a result, particularly in con- 
junction with State supervision. 

2. Many trustees handle a number of small funds and are prevented both by 
legal limitations and practical problems from investing them in mortgages. 
There are not many individual trust accounts large enough to finance entire 
mortgages for large-scale projects. On the other hand, statutes restrict the 
power of trustees to purchase part of a mortgage. Even if trustees could com- 
bine to invest funds in large mortgages, they would have to set up separate loan 
servicing accounts for each fund and a complicated system of bookkeeping. If 
they use outside correspondents for loan servicing, they may feel it necessary, in 
their anxiety not to be accused of laxity, to set up duplicate detailed mortgage 
account records in the home office. All this means high servicing charges, re- 
ducing the net rate of return to the fund. 

This problem could be met by limited amendments to the appropriate laws, 
which would ease the legal limitations, yet preserve the safeguards which these 
limitations were intended to create. Such amendments might permit the splitting 
up of mortgages on large-scale State-supervised or other projects built under 
specified conditions. The problem of servicing would then be minimized, since 
part of a single mortgage would involve less bookkeeping and servicing costs 
than a number of small mortgages, and no more than an entire mortgage of the 
exact size suitable to the fund’s needs. 

3. Trustees have to be more cautious in investing pension funds than if they 
were investing their own money for themselves. In case of loss, they may be 
personally responsible if the investment was not a prudent one. 

In the past this has limited their investment in mortgages to those backed 
by a high degree of security, which in effect has to a very great extent meant 
commercial and industrial mortgages. 

Mortgages backed by FHA insurance or VA guaranties would generally be 
considered safe as to principal, though they do have certain disadvantages to 
the investor, inasmuch as, in case of default, FHA would issue 2% percent 20- 
year debentures which are not readily negotiable or redeemable." VA loans are 


guaranteed only to the extent of the risk-bearing 60 percent of the total value, 
with a $7,500 ceiling. 


2 With respect to these debentures, a bank has two alternatives : 
1. It must ordinarily hold them for 20 years. 
On approval from Washington, they may be used to ae ber the method the bank ca P cap tesover 
éther mortgages, under the same section only. as 
its money, by collecting cash from mortgagors and Paving YHA wt 
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Mortgages written on State-supervised middle-income projects would be desir- 
able investments since they would meet the problem of safety of principal in 
several ways: 

(a) State supervision of construction, and the resulting lower costs and lower 
capitalization, would minimize the danger of capital loss. 

(b) The lower rents which these projects charge would enable them to absorb 
a considerable drop in the rents of comparable housing before they experience 
difficulties. 

(c) In case of generally falling real estate values in comparable classes of 
property, these projects would lose value more slowly and to a less degree than 
speculative property. 

(d) For the above reasons, State-supervised projects could provide better 
protection for the mortgage than most speculative projects offer, since their 
mortgages, even though 90 percent of actual cost, represent a lower percentage 
of the actual cost than is likely in the case of the conventional or insured mort- 
gages bearing a lower ratio to appraised value. 

That carefully selected mortgages constitute a prudent investment is demon- 
strated by the fact that savings banks, traditionally the bulwarks of cautious 
investment practices, place the bulk of their investments in real-estate mortgages. 
The experience of savings banks and savings and loan associations, particularly 
with large-scale housing, should encourage pension fund trustees to invest in 
the same type of mortgages. 

The safety of pension fund investment in mortgages could be furthered 
through the use of the Federal yield-insurance provisions. However, as presently 
established, this title of the National Housing Act is a dead letter, since the 2% 
percent guaranteed return on equity offers little attraction to investors. If 
legislative action raised this figure to a more realistic level, it could have an 
important effect on encouraging investment by trustees. 

4. Pension fund trustees want long-term investments, not liquidity. They do 
not want monthly or yearly amortization payments. Particularly in the case 
of small mortgages, the dribbling in of periodic repayments of principal, which 
only have to be reinvested, is one of the reasons pension fund trustees have 
preferred bond or stock inyestments to mortgages. 

This problem too, could be reduced when large-scale developments are involved, 
since the repayments of principal could be made through single annual payments 
of sums of significant size. The reinvestment of such payments should not 
create any greater problems than the reinvestment of income or other additions 
to the fund. 

5. The legal status of trust funds and the requirements for trust investments 
give rise to additional problems. These touch on questions of investment in 
middle-income cooperative housing and the possibility of combining private 
funds with State loans. 

Under existing New York statute, unless otherwise provided in the trust 
agreement, trust funds may be invested only in first mortgages not exceeding 
two-thirds of the value of the property. This does not permit them to invest 
up to two-thirds of the value, but provides that the mortgage itself cannot exceed 
two-thirds, no matter how small the portion held by any trust may be. This, in 
effect, prevents the combination of pension funds with the others, such as State 
loans, in a 90 percent mortgage, even though the pension fund limits itself to 
two-thirds of the amount. The only exceptions to this requirement are mort- 
gages insured by the FHA, and certain mortgages guaranteed by VA if written 
on a completed dwelling of not more than four family units. To these two 
classes of mortgages, the two-thirds limitation does not apply. 

Since a two-thirds mortgage is insufficient for the purposes of a middle-income 
cooperative or rental development, some method for overcoming this difficulty 
is required. 

It should be noted, however, that the trust statutes do not limit investments 
insofar as the instrument creating the trust provides otherwise. There is 
no reason why a trust indenture cannot provide, for example, that a certain 
percentage of assets shall be invested in mortgages, or that the trustee shall 
favor cooperative or any other kind of housing in issuing mortgages, or that 
9) percent mortgages of given types are eligible investments. 

An alternative is the liberalization of trust investment statutes so as generally 
to permit pension investments to purchase or share in 90 percent mortgages on 
certain types of housing. Here the public policy which tends to restrict trustees’ 
investments must be taken into account, since the law has consistently required 
an exaggerated margin of safety for those dealing with other people’s money. 
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The possibility that such a liberalization of trust investment statutes might 
permit imprudent investment could be removed by applying it only to certain 
limited types of mortgages, such as liens on State-supervised developments or 
other types of special middle-income projects. 

6. A number of other problems and difficulties affecting the use of pension 
funds for mortgage investment are evident. Although many of these affect « ly 
union-controlled or union-management controlled funds, they should be discussed : 

(a) Trustees, and particularly administrators of labor or labor-management 
controlled funds, have been reluctant to invest in mortgages because of the prob- 
lems that might arise in case of foreclosure. Particularly where a union or 
an employer is directly involved, a great deal of ill will, it was felt, might result 
from foreclosure actions. 

The possibility of default and foreclosure is slighter in the case of the type 
of projects which would be eligible for pension fund investment than in the case 
of ordinary mortgages. The very scale of the project and the diversity of eco- 
nomic circumstances of a large number of families would lessen the probability 
of a large proportion of rent delinquencies and consequent default. 

Even if there were a foreclosure in a large-scale project, such action probably 
would not create the ill will engendered by the foreclosure of a single-family 
home, as such a foreclosure would not necessarily affect the tenants in a rental 
project, and even the members of a cooperative would not be dealing directly 
with the company or union whose pension funds are involved. 

(b) The directors of those pension funds which are not administered by bank 
trustees are particularly inexperienced with the whole field of mortgage invest- 
ment. Even when—as in the case of some union-managed or joint union- 
management controlled funds—they might be very responsive to the idea of 
investing in housing projects, they feel unable to make the judgments necessary. 

The amount of judgment required to select mortgages out of the limited 
types which should be permissible investments for pension funds is not greater 
than that required to select any other investment. In addition, some pension 
funds of this type already have experience in this field of mortgage financing 
and many persons associated with unions and management have had some back- 
ground in it. 

(c) Unions do not want to get too involved in the problems of pension fund 
investment, as it is felt that this may detract from the time and energy that 
can be given to the union’s primary concern-—collective bargaining and the general 
economic welfare of all its members. 

If this criticism is valid, it could be leveled equally at any kind of investment 
activity by the union, even though it might be an integral part of providing for 
the economic welfare of its members. The pension funds have to be invested ; 
all that is under discussion is the form the investment should take. 

(d@) Where a pension fund is of a national or even State-wide scope, members 
of the union-management committee who do not live in the town in which a 
project is proposed for financing may feel that it is not equitable to benefit : 
minority of its members at the expense of the rest. This is particularly the case 
where the fund is urged to invest its money in housing at a low rate of interest. 

If pension funds are to be drawn into housing investment on any large scale, 
it will have to be done not for purely social and humanitarian reasons, but on an 
economically sound basis benefiting the funds in terms of safety and return. 
The desirability of mortgages as an investment is the factor which should in- 
fluence the trustees in deciding to make the mortgage loan. When that is done, 
a loan is not for the benefit of a few locally at the expense of the many every- 
where, but for the benefit of all members under the pension fund, with a possi- 
bility that additional incidental benefits will accrue to certain members who are 
provided with decent housing in the process. 

(e) In many cases, the employer controls the fund entirely, usually through 
a bank trustee, and the union has no voice in the way in which the funds are 
invested. It is recognized that in any event a trustee cannot be instructed to 
invest in avenues which in his judgment involve imprudent investments. 

As has been suggested above, the terms of the trust indenture are the primary 
control of the trustees’ investment and can provide that certain types of in- 
vestment shall be favored. In the case of trust indentures already in effect, 
there might be a problem, although ordinarily these contain some provision for 
amendment. It would seem that efforts could be made through collective bar- 
gaining or otherwise to convince the employer of the advantages, from both an 
economic point of view and for good labor and public relations, of building hous- 
ing which its workers can afford. 
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7. The key problem in the investment of pension funds in housing is the 
question of the return yielded on investment. Whether investments are con- 
trolled by a bank trustee or by a union-employer committee, decisions as to how 
the fund’s money is invested must take into consideration both safety and return. 
In the past, the bulk of these funds were conservatively invested in Government 
and high-grade corporate bonds. During the past few years, increasing empha 
sis has been placed on diversifying the investment portfolio with selected stock 
issues in order to increase the average rate of return. This has both positive 
and negative implications affecting the attractiveness of mortgages in general. 

Trustees have felt that considering the costs of servicing mortgages and the 
difficulties involved, they could get as good a return over a long period of years 
from a balanced portfolio of bonds and stocks as from mortgages. On the othe 
hand, there has been increasing pressure to show a higher rate of return, with 
the result that the proportion of pension funds invested in stocks is increasing 
The higher rate of return possible from FHA-insured or VA-guaranteed mort 
gages or other high-grade mortgages would be very attractive if servicing and 
handling charges could be reduced. 

What is needed seems to be a form of investment which combines the following 
features: 

(a) Arateof return higher than Government bonds. 

(vb) Arate of return as good as or better than high-grade corporate bonds 

(c) A higher rate of interest, and safety equal to or greater than public 
authority revenue bonds. 

(d) A degree of safety as great as, or greater than, corporate stocks 

(e) Less likelihood of default and requiring less servicing than FHA-insured 
or VA-guaranteed mortgages. 

(f) Aterm of investment which can be tailored to the funds’ actuarial needs 


4 POSSIBLE APPROACH 


It is evident that the key question is simply this: Can a way be found by which 
pension funds can be invested in housing at a rate of return high enough to be 
attractive, with a proper degree of security, and resulting in rents or monthly 
carrying charges low enough to enable middle-income families to afford it? 

The creation by special statute of some type of a quasi-public financing insti 
tution may offer a solution to many of the problems involved. Such a cor 
poration could take several forms. It would not be a State-run or -subsidized 
agency, but would be controlled, under limited supervision, by the funds investing 
in it and other interested parties. It would have power to invest in 90 percent 
mortgages, and to combine its funds with those from other sources. The insti 
tution could also invest in FHA-insured and VA-guaranteed mortgages to the same 
extent as trustees can do so directly under existing statutes. 

Trust funds could be authorized to invest in debentures of this institution, by 
adding it to the list of legally authorized investments, while the operation of the 
mortgage investing institution itself would be subject to the special legislation 
creating it. 

Possible objection might stem from taking the discretion as to choice of mort- 
gages out of the hands of the trustees who are finally responsible, and from the 
existence of 90 percent mortgages. But, in the first respect, these debentures 
would be similar to any corporate investment in which the trustee delegates his 
supervision of the funds to a large extent to the officers and directors of the 
corporation. In addition, some of the directors of such an institution could be 
elected by the investing pension funds through the issuance of a limited amount 
of low-value stock of limited transferability, so that the trustees would maintain 
some control over the choice of investments. 

As to the second point, State participation and supervision, the quality of the 
investments, central coordination and know-how, and the spreading of any risk 
which may remain would more than compensate for any justifiable criticism of 
the 90 percent mortgages. The savings resulting to the trusts, State, and co 
operatives as a result of dealing with a central institution would also provide an 
incentive for participation by pension funds of all sizes. 

With the institution’s debentures authorized by State law as legal investments 
for trust funds, just as in the case of selected stocks, the trustee would be fre¢ 
to include them in his investment portfolio. Since the buying, selling, and 
servicing of mortgages would be handled by the specially trained and experienced 
staff of the institution, the trustees’ inexperience and reluctance to get involved 
in the details of mortgage operations would no longer be relevant. Since the 
trustees might also elect all or a proportion of the institution’s board of directors, 
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they would have a voice in determining its policies and thus could feel assured 
that they would be properly exercising their responsibilities as trustees to pro- 
tect the funds entrusted to them. Since the institution would be limited by 
law as to the kinds of mortgages it could invest in, trustees could feel doubly cer- 
tain that their investment in its debentures would be a proper exercise of-their 
responsibilities. 

The various problems involved in combining a number of small funds in a 

single large mortgage would be met to a large extent through an institution 
similar to the one suggested above, since the trustees would not invest directly 
in mortgages but in debentures. An analogy can be found in the International 
sank for Reconstrucoitn and Development, which sells debentures on the open 
market, the proceeds of which are pooled and used to finance various develop- 
ment projects throughout the world. The debentures are not issued against 
specific projects. Other comparable examples are the Business Development 
Corp. established in New York State by the 1955 legislature, and the Mortgage 
Facilities Corp. proposed to the legislature by you, Governor Harriman, on 
February 22, 1956. 

Such an institution would meet the problem of safety of principal in several 
Ways: 

(a) The device of having the trustees invest not in specific mortgages but in 
debentures backed by the institution’s entire mortgage portfolio would spread 
the risk. The default of any one mortgage would thus not be felt as heavily by 
any one trust as if it invested directly in that specific mortgage. 

(b) The State could give further protection by backing the institution's mort- 
gages with guaranties similar to FHA insurance or by participating in 90-percent 
mortgages with the institution's funds.” 

(c) It should be remembered that even FHA-insured mortgages are frequently 
refinanced as conventional mortgages when the equity equals or exceeds 33%, 
percent in order to save the one-half percent insurance premium. In the case of 
the institution, the safety factors listed above, particularly if combined with 
State supervision of the projects built, might well be sufficiently strong to make 
the institution’s debentures compare very favorably with any other mortgages, 
insured or guaranteed. 

Another of the problems discussed above was the desire of pension fund trus- 
tees for long-term investments rather than liquidity and periodic amortization. 
The suggested institution would meet this problem in several ways. In the first 
place, since it would be the institution which collected and reinvested the mort- 
gage payments, the problem would not need to concern the trustees. Secondly, 
the mortgages which would be handled would tend to involve large-scale multi- 
family projects or projects involving a large number of single homes, repaying 
sizable sums on principal at one time, rather than large numbers of small monthly 
payments. 

Some special problems or difficulties affecting unions or union-management 
committees directly administering their pension-fund investments were also dis- 
cussed previously. Among them were foreclosures, inexperience with mortgages, 
reluctance to get too involved, objections of members not benefited by the housing, 
and employer rather than union control. 

The issuance of debentures by the suggested institution would remove the onus 
of foreclosure, since there would be an additional stage between the pension fund 
and the mortgage operation and no fund would directly own any specific mort- 
gage. This would also remove the personal element. 

The suggested institution would also relieve union fund managers of the 
necessity of making detailed judgments and decisions concerning many individual 
mortgages while at the same time the fact that their funds, or the unions them- 
selves, were represented on the institution’s board of directors would give them 
a voice in policy and overall management. 

The objections of union members who feel that it is not oat a for the fund 
to be used to benefit a minority at the expense of the rest would not be likely to 
be encountered if the return on the debentures were set at a rate economically 
advantageous to the fund rather than at a low rate based on social considerations. 

As the suggested institution got into business and expanded its operations, both 


*The granting of State loans to supplement the pension fund investment to the 90- 
percent level has also been suggested. This might. however, involve the use of a second 
mortgage to secure the State loan, leading to conflict with the limited profit housing law 
and questions of public policy extending beyond the field of housing. Under present 
legislation, the St: a can make loans only upon the security of a first mortgage; it can, 
however, participate with other lenders in such a first lien. 
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unions and employers could do all in their power to persuade trustees of the ad 
vantages of investing in its debentures. If such an institution were soundly con- 
ceived and well managed, trustees might well find them very desirable invest- 
ments and utilize the opportunity of increasing the return on funds they ad 
minister with no loss of safety or desirability. 


CONCLUSION 


This preliminary exploration of the problems of pension fund investment has 
been made to determine whether a way could be found to draw pension funds, to 
a greater extent than heretofore, into housing in terms either of ordinary mort- 
gages or of investment in special forms of middle-income housing. Essentially, 
the problem was found to be whether or not such funds could secure a rate of 
return high enough to be attractive in relation to alternative forms of inyest- 
ment, with a degree of security appropriate to the requirements of prudence. 
In the case of housing specially designed to meet the needs of middle-income 
families, the additional question was explored as to whether it might be possible 
to set up a specialized financing institution through which pension funds could 
be channeled into cooperatives and other forms of middle-income housing. 

The preliminary study indicates that these possibilities very definitely exist. 
Pension funds can now be invested in mortgages and are being so invested. Some 
of the suggested solutions to the problems involved need no legislative action 
and can be applied whenever pension fund trustees and others involved agree 
upon their desirability. The trend, from the inadequate information available, 
seems to be in the direction of increased use of pension funds for housing. But 
the volume of such investment is still small in comparison with the total available 
reserves and with the additional 2 to 3 billion dollars a year going into them. 

If pension funds are to be tapped to the maximum possible extent consistent 
with the need for housing, the stability and rate of return desired by the funds, 
and the national economy, solutions must be found to the problems which are re- 
tarding the trend and keeping the volume down to a fraction of what it could 
be. A further investigation of the problems involved, and a series of conferences 
with labor, management, housing, banking, and other groups concerned, would 
seem to be the next steps in working out what can be done. Your Commissioner 
and his assistant, Donald Monson, are already arranging such conferences. 


Senator SpaRKMAN. All right, Mr. Rouse. 
Let me say this. You have heard the bells ringing. The Senate is 
already in session. 


STATEMENTS OF JAMES W. ROUSE, CHAIRMAN, FEDERAL LEGIS- 
LATIVE COMMITTEE, AND SAMUEL E. NEEL, GENERAL COUNSEL, 
MORTAGE BANKERS ASSOCIATION—Resumed 


Mr. Rouse. I am going to submit a statement so I am not going to 
cover the detail here. There are just a couple of points and then I 
will get out of the way. 

Senator SpaRKMAN,. If you can bring it to a rather early conclu- 
sion we would abet it. We have several other witnesses to 
hear from. 

Mr. Rouse. Following no particular order at all but just to touch 
on the main points I would like to make, one relates to the rental 
housing program. If this country is going to have any effective rental 
housing program either for older people « or young people, it has got 
to do something ‘ about the cost certification requirements in the present 
legislation. It is virtually impossible I think for an intelligent or 
responsible builder to operate under that law at the present time with 
the threat hanging over him indefinitely for a reexamination of the 
deal and an accusation that he has failed to conform with the Jaw. 

It is easily corrected by having the FHA and the builder agree 
on completion of the job as to what the cost was and entering into an 
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agreement at that time under established renegotiation procedure 
which exists in the Government. 

Senator SparkMAN. Is that not in line with recommendation of the 
administration’s bill? 

Mr. Rouse. Yes, it is in line. It is a little difficult for me to—— 

Mr. Neet. May I make one comment on that, please, Senator ¢ 

Senator SPARKMAN. Yes. 

Mr. Nerv. The administration’s proposal says FHA and the build- 
er can renegotiate, but the language in the ‘bill still speaks about 
actual cost, and it is the word “actual cost” that is bothersome. What 
the bill ought to say is that the FHA and the builder agree on what 
cost is and that that shall be final. We have found that it is very diffi- 
cult to determine what “actual” cost is, and our problem is to let the 
FHA and the builder reach an agreement as to what the cost of that 
particular project was and then have that final. 

Senator SPaRKMAN. All right. Thank you. 

Mr. Rousse. The next brief comment I have is on urban renewal. 
It seems to me that we have a good law, and I think that under it a 
great deal can be done, an astonishing amount can be done, in the 
course of 3,5, 10 years. I believe it is ‘possible under existing law to 
eliminate slums from any American city in the course of 10 years if 
the city sets out to do it. 

I think the “workable program” concept in that law is an essential 
part of it. That requires the city to first face up to the total slum 
problem and lay out a plan for total elimination before being able to 
get Federal aid. Otherwise I think we engage in putting out brush 
tires here and there with an individual, piecemeal project not neces- 
sarily related to a whole slum elimination program. 

But I do not think the program will ever work until the adminis- 
tration of it is vastly improved. I think we are encumbered by an 
enormous amount of red tape and delay and an unwillingness so far— 
perhaps it is an unwillingness that relates to a “guinea pig” program— 
but an unwillingness to take a risk with respect to this business. 

The Government ought to be willing to approach the problem in 
a local community accepting the fact that it assumes that a tide 2 
running that these cities are going to improve their inner city area 
and that it can go along with a workable program proposed by a com- 
munity and then proc ‘eed without so much caution on the atalied 
planning of all these individual projects, that it can make a “broad 
terms” deal with the city, let the city clear its land, put it on the 
market, get it in the flow of a market again, rather than being tied 
down as a slum project, and not be concerned about every minute 
detail of a project plan. 

And until the Government takes some attitude of being willing to 
take a risk with the cities in this program and move along in project 
after project, I think we will have a very stumbling program. 

With that we will conclude specific comments. 

Senator SparkMAN. Thank you very much. It has been a very 
line statement, and we will be glad to have any supplement you may 
wish toadd. Thank you. 

Mr. Rousr. Thank you, Senator. 

Senator SparKMAN. Mr. John A. Reilly representing the American 
Bankers Association. 

Come around, Mr. Reilly. We are glad to have you with us. 
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STATEMENT OF JOHN A. REILLY, ON BEHALF OF THE AMERICAN 
BANKERS ASSOCIATION 


Mr. Remuiy. My name is John A. Reilly. I am president of the 
Second National Bank of Washington, D. C. I am also a member 
of the committee on Federal legislation of the American Bankers 
Association and chairman of its committee on mortgage financing and 
urban housing. It is on behalf of this association that I appear before 
you today. 

Before discussing any of the specific bills before your committee, 
I should like to make some general observations. In each of the past 
10 years but one there have been changes made in the Federal laws 
relating to the financing of housing. Almost without exception, these 
changes have liberalized existing insured loan programs or instituted 
new and expanded programs. The American Bankers Association 
has consistently taken the position that too liberal credit exerts an 
inflationary pressure on the economy. 

The direct action taken last year by the FHA and VA in reducing 
the maximum maturities and increasing downpayments of FHA 
insured and VA-guaranteed home loans and the indirect credit re- 
straint exercised by the Federal Reserve Board were directed toward 
preventing a possible overstimulation of housing construction at a 
time when the economy of this co untry was expanding generally at 
an accelerated pace. Hi: ad these rather modest restraints not been 
imposed, a resumption of the inflationary spiral would have been 
a distinct possibility. 

The corrections sought by this action appear to have been sub- 
stantially achieved and a flow of credit to finance normal housing 
demand is indicated. During the past 2 months both VA appraisal 
requests and FHA insurance commitments have increased, although 
less than the requests and commitments in the corresponding months 
of last year. Also, the number of January housing starts were greater 
than in December, and February housing starts increased over Janu 
ary. In fact, the housing starts in February were at an annual rate 
of 1,200,000 which if sustained for the balance of the year would 
substantially equal 1954 and would only be exceeded by the years 
1955 and 1950. 

While the housing situation appears to be approaching a stability 
which will permit the economic forces of supply and demand to assure 
a balance of housing and mortgage credit, there are a number of 
factors which could upset this balance. It must be recognized that 
housing competes with other segments of the economy for the overall 
supply of credit. The availability of mortgage credit also depends 
on the growth of savings and the share of total savings that are 
devoted to this use. When the demand for mortgage credit exceeds 
the available supply inflationary tendencies are apt to develop par- 
ticularly if there is at the same time a strong demand for credit from 
other segments of the economy. 

We believe that in the consideration of any legislation the foregoing 
factors must be borne in mind. Legislative proposals should be avoided 
which, through a liberalization of terms or otherwise, expand mort- 
gage credit to an extent that inflationary pressures would be exerted. 

I shall direct my comments on specific proposals mainly to S. 3302. 
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Section 101 of S. 3302 would increase the maximum loan limits 
from $2,500 to $3,500 for single-family dwellings and from $10,000 
to $15,000 for multif: umily dwellings, for property alteration, repair, 
or improvement loans under FHA title I, and would extend maximum 
maturities of such loans from 3 to 5 years. The title I insurance 
program would also be made permanent. 

We believe that it is advisable that Congress periodically review and 
reappraise the need for insurance on this ty pe of loan and particularly 
to examine the effects of the proposed increase in loan amount and 
longer term. We, therefore, recommend that Congress consider an 
extension of title I for not more than 2 years rather than making it 
permanent at this time. 


HOUSING FOR ELDERLY PEOPLE 


We believe the proposals for meeting the housing needs of elderly 
people, as contained in sections 103 and 104 of S. 3302, constitute the 
most satisfactory solution to this important housing problem. They 
provide a means for financing the special type of structures and 
accommodations which elderly people require within the present 
framework of the FHA Title I] mortgage insurance program by 
placing a share of the credit responsibility on other interested persons 
or nonprofit organizations. We favor this proposal over the other 
proposals which have been advanced to meet this problem. 


URBAN RENEWAL 


We regard favorably the overall objectives of urban renewal, slum 
clearance, correction of neighborhood blighted areas, and relocation 
of homes for persons displaced. W e approve the extension of the 
definition of “urban renewal projects” to include commercial and in- 
dustrial development as well as residential, as provided in section 302 
of 8. 3302. 

We are opposed, however, to the provisions in section 106 of 8. 3302 
which expand the insurance provisions under FHA section 221 for 
housing of persons displaced by urban renewal projects by increasing 
mortgage amounts, permitting loans at or near 100 percent of ap- 
pri aised value, and extending maturities of loans to 40 years. 

We believe that such liberal terms as those proposed encourage 
unsound credit practices and force lenders who may engage in such 
financing to rely primarily on the insurance. Also, in such cireum- 
stances, there is a greater risk of abuses developing. Since the whole 
urban renewal program is still in the early stages of development, it 
is our view that the present terms of section 221 loans should not be 
liberalized. 


THE FEDERAL NATIONAL MORTGAGE ASSOCIATION 


There are numerous legislative proposals which would have the 
effect of expanding the operations and functions of the Federal 
National Mortgage Association. Section 202 of S. 3302 reduces from 
3 to 2 percent of mortgage transactions, the amount of capital stock 
required to be purchased by a seller of mortgages using FNMA facil- 
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ities, with further percentage adjustment authorized. S. 3190 au- 
thorizes FN MA to enter into advance commitments under certain con- 
ditions, and requires purchases by FNMA to be made at par. 5. 3296 
establishes a minimum limit on the price of loans sok to FNMA, and 
requires sellers to report all transactions to FHA on oe 

We do not favor the changes in FNMA proposed by these bills. 
The American Bankers Association has long taken the position that 
FNMA: should be maintained only as an emergency standby organiza- 
tion to supplement and not supplant the private secondary or primary 
mortgage market. 

Under the Housing Act of 1954 provision was made for the gradual 
transfer of FNMA to a private status, owned by private institutions 
through the acquisition of capital shares by those who used its facili- 
ties. We believe this objective should not be weakened at this time 
by lowering the stock purchase requirement. 

We believe further that the use of its facilities should not be ex 
panded for the purpose of sti oe mortgages at prices above 
existing market prices. 

We cannot lose sight of the fact that FNMA now holds for liquida- 
tion approximately $2.5 billion FHA and VA mortgages previously 
acquired in its direct market-support operations. We believe its pres- 
ent program should not be altered in a way which might tend to rees- 
tablish it in the position of a primary market for mortgages. 


MILITARY HOUSING 


Section 108 of S. 3302 would make permanent FHA insurance of 
loans on homes for service personnel in and near Military Establish- 
ments. 

The military housing insurance program under title VIII was sub- 
stantially revised in the Housing Amendments of 1955. It is recom- 
mended that, until there has been more experience with this program, 
it be extended only on a temporary basis so that Congress may from 
time to time review and reappraise the need for its continuance. 


COLLEGE HOUSING 


We approve the provisions of title V of S. 302 which would increase 
the aggregate loan authorization for college housing from $500 mil- 
lion to $600 million and would permit an interest rate on such loans 
which would be more related to economic conditions at the time the 
loan is made and would tend to encourage private capital to share in 
the financing of college housing. 


OTHER PROVISIONS OF 8. 3302 


against hazards to acquired properties in section 102, for the increase 
in the general FHA mortgage insurance authorization as provided in 
section 105, and for the incontestibility of cost certifications on ap- 
proval by the Commissioner, as provided in section 107. 

We hope your committee will approve S. 3302 with the changes and 
modifications we have recommended. We believe S. 3302 as so modi- 
fied represents the maximum in the way of housing legislation that 
may be needed at this time. 


--oO090 
> 


IOs 


We approve the provisions of S. 3302 for FHA self-insurance 


56——32 
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Senator SparkKMaNn. Thank you, Mr. Reilly. You have given us 
a very fine statement and I know it will be of great help to the com- 
mittee. 

Mr. Remy. We apprec iate the opportunity of being here, sir. 

Senator SparKMAN. Thank you, sir. 

Mr. Harry Held is next. You may proceed in your own’ way, 


Mr. Held. 


STATEMENT OF HARRY HELD, ON BEHALF OF THE NATIONAL 
ASSOCIATION OF MUTUAL SAVINGS BANKS 


Mr. Hetp. My name is Harry Held. I am vice president of the 
Bowery Savings Bank in New York City. 1 am appearing as chair- 
man of the committee on mortgage investments of the National Asso- 
ciation of Mutual Savings Banks. Our organization represents the 
mutual savings banks of the Nation, which are institutions operated 
solely for the benefit of their depositors with all their assets belong- 
ing to their depositors. 

They are 527 in number, operating in 17 States, primarily located 
in the New England States, New York, New Jersey, Pennsylvania, 
and Maryland. They have a total deposit liability of over $28.3 bil- 
lion and have assets of $31.5 billion. They are traditionally known 
as depositories for small savers. 

The mortgage investments of mutual savings banks, amounting to 
well in excess of $17 billion or 55.4 percent of their assets, are com- 
prised of loans made in every State in the country, Puerto Rico, and 
Alaska. During the year 1955, mortgage holdings of mutual savings 
banks increased $2.450 million, or 19 percent above the former record 
gain of $2.052 million in 1954. 

Our committee on mortgage investments has made a very careful 
analysis of the provisions of the above-enumerated bills and of the 
administration bill “to extend and amend laws relating to the provi- 
sion and improvement of housing and the conservation and develop- 
ment of urban communities,” and wishes to submit for your informa- 
tion and consideration the following observations. 

With reference to S. 3057, 2736, 1536, 2565 and H. R. 7540, we wish 
to state that we do not take any position in respect to this proposed 
legislation. 

On S. 2640, which would “revive and extend the authority of the 
Housing and Home Finance Administrator to make loans or grants 
or other payments for the construction of certain hospitals,” we submit 
the view that legislation involving the construction of hospitals is 
unrelated to housing and therefore is not a proper function of the 
Housing and Home Finance Agency. 

Such legislation, if required, should in our opinion not add a special 
purpose program, however limited, to the Housing and Home Finance 
Agency’s present duties, but should properly become part of the legis- 
lation of the Department of Health, Education, and Welfare. 

Our committee approves of the proposed amendment to title VITI 
under 8. 2848. We believe that the enactment of this legislation will 
tend to preserve the stability of existing title VIII projects near 
military bases and minimize the possibility of default on such loans 
due to the competition of newly constructed units at such bases. 
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With reference to 8S. 3309, while we would not oppose an extension 
of “the authority to provide housing for servicemen through the use 
of mortgage funds,” we question the advisability of enlarging this 
authority as contemplated in this bill. 

Frankly, we are fearful that such enlargement of the program will 
result in substantial overestimation of housing needs and consequently 
overconstruction at military bases. In our opinion, FHA should be 
given more control over the quantity and quality of housing to be in- 
sured at military installations. 

We believe it is rather shortsighted not to take full advantage of 
FHA’s underwriting skill and experience in programing military 
base projects. We further submit that the soundness of increasing 
the mortgage limit is questionable as experience indicates that where 
mortgage limits are increased, the housing is planned on the basis 
of utilizing the maximum amount provided. 

A sounder approach might be to retain the present maximum with a 
scaling up to the maximum as specified in the bill, and limit by per- 
centages the number of units which would be eligible between the 
present maximum and the new maximum mortgage amount. 

Both S. 2790 and S. 2762 involve proposed legislation for the pur- 
pose of providing assistance in the housing of elderly families. Our 
association recognizes that the problem of providing adequate hous- 
ing for elderly persons is a pressing one, and one which will loom 
greater as time goes on. Your staff report under date of January 4, 
1956, on housing for the aged, provided an excellent dissertation on 
this subject and outlined certain actions which have been, and are 
being, taken to meet the problem. 

In reading this report, it is a noticable fact that the various State 
committees which have made exhaustive studies all agree that there 
is no facet of this problem that does not require further research. 

We concur with this view and would recommend that before any 
special legislation is considered, the Housing and Home Finance Ad- 
ministrator undertake a program of research along the 
forth in section 4 or S. 2790. 

We would favor at this time, the amendment of the public housing 
law to permit single elderly persons to be eligible for admittance to 
public housing, but do not believe that it is necessary to set up a 
special public housing program for elderly persons. 

Me believe that within the present public housing program suitable 
provision can be made for housing the aged through adequate plan- 
ning and architecture to meet their needs. Such a program has been 
successfully tried in New York State. 

On the question of private housing for aged persons with FHA 
insurance, our committee is of the opinion that the proposal contained 
in the administration’s housing bill to amend sections 203 and 207 
of the National Housing Act will provide more private housing op 
portunities for the aged than any of the other legislative proposals, 
and therefore is the one which we would approve. We further 
believe that such legislation is preferable to any special legislation 
wy this purpose. 

. 3190 would authorize FNMA “to enter into advance commitment 


c id acts to purchase, and to purchase at par, certain mortgages cover- 
ing low-cost residential housing.” 


lines set 
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Our association is unalterably opposed to any legislation which 
would authorize the Federal National Mortgage Association to enter 
into advance commitments to purchase mortgages. FNMA as now 
constituted provides a sound secondary market facility for loans 
in the event funds are unavailable from private sources. 

The permission to issue advance commitments would immediately 
make FNMA a primary source of funds for such loans. We believe 
that if FNMA had the power to issue advance commitments on these 
loans, such action might well lead to an unhealthy expansion of 
mediocre housing under the guise of being low-cost housing. 

We do not believe FNMA should be required to accept any loan as 
a direct Government investment because it falls into any specific 
category. We further believe FNMA should be equally concerned 
about the soundness of a loan which is offered to it for purchase in 
the same manner that an investing institution selects its mortgage 
investments, 

We do not believe that the present $15,000 limit on the amount 
of an FHA or VA mortgage purchaseable by FNMA in its secondary 
market operations should be removed as would be provided in S. 3302. 
The market for mortgages of large houses must and can look out 
for itself. The great bulk of the market is at $15,000 and under. 
This was a well-conceived limitation in the original charter, and we 
urge that it be continued. 

Our association is of the opinion that for the purpose of establish- 
ing sound principles of housing policy, it should support S. 3186. 
While the President’s Advisory Committee on Housing in 1954 cov- 
ered a great deal of the scope of inquiry set forth in this proposed 
bill, we feel that a review of the four specific areas of inquiry proposed 
will lead to a better understanding of the problem involved in pro- 
jecting a national housing policy. It is our opinion that many of 
the misunderstandings which seem to be prevalent with regard to 
mortgage financing and the ability of private enterprise to finance 
housing production at. a satisfactory level are due to an unawareness 
of myriad facets involved in the problem as a whole. 

We do not subscribe to the theory that there is a lack of an orderly 
mortgage market in Government-supported mortgages as it relates 
to the hard core of sustained housing production. We do recognize 
that there are fringe areas where the orderly mortgage prerane " does 
not operate as effectively as it does in the “hard core” are 

If the proposed Commission on National Housing Delica. can come 
up with a solution to this problem, we believe it would aid immeas- 
urably in setting up a sound basis for a national housing policy. 

While we do no believe that such a Commission can develop a pro- 
gram on the basis of complete unanimity of opinion, we do believe that 
progress will be made toward more nearly solving some of the prob- 
lems involved, or at least iron out some of the present misunder- 
standings. 

S. 3159 would establish “in the executive branch of the Government 

. Department of Housing and Urban Affairs.” It is the opinion of 
our committee that such legislation is unnecessary. In our considered 
opinion, coordination of present and future housing and planning 
programs depends upon effective administration and not upon Cabinet 
status. 
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It has-been our observation that the lack of effective administration 
of the housing programs enacted by Congress has been due to a major 
extent to the lack of sufficient appropriations to the various agencies 
concerned with housing to effectively accomplish the aims of legis- 
lation. 

As a matter of fact, to us outside the Government, it is surprising 
that the housing agencies do as well as they do on the limited apppro 
priations which are made available. 

With reference to S. 3302 and 8. 3158, our association would voice 
its approval of S. 3302 and its disapproval of S. 3158. 

We believe the provisions of S. 3302 are satisfactory in all respects 
except that— 

(a) We are of the opinion that the present legislative authority of 
FNMA should not be expanded in any manner whatsoever. We 
strongly believe that under its present powers it is functioning as a 
true and effective secondary market. We also believe that the 3 per- 
cent stock ownership provision is a fair and equitable one and should 
not be reduced ; 

(6) With respect to the section 221 amendments, we believe that 
the increases in the maximum insurable amounts of these mortgages 
more nearly reflect cost factors than do the present limitations, but 
we are opposed to the proposed reduction of downpayment and the 
increase in the maturity from 30 to 40 years. The no-downpayment 
loan, when used to any great extent, can be an inflationary factor, and 
a 40-year maturity fails to take into account the aging rate of present 
day construction. 

A careful reading of S. 3158 indicates greater Government partici- 
pation in the mortgage lending field, further liberalization of mort- 
gauge terms, and in concept an entirely new housing act. In our 
opinion, this bill would not in any way add to the effectiveness of ¢ 
national housing program. We further believe that S. 3158 would “1 
provide a workable program which could be supported by private 
enterprise. 

Thank you, sir. 

Senator SparkMAN. Thank you, Mr. Held. <A very good statement 
and we are glad to have it. 

Mr. William Rafsky is next. 

Mr. Rafsky, it is my understanding that you are appearing in the 
place of Mayor Dilworth of Philadelphia. 


STATEMENT OF WILLIAM RAFSKY, HOUSING COORDINATOR, 


PHILADELPHIA, PA., ON BEHALF OF THE AMERICAN MUNICIPAL 
ASSOCIATION 


Mr. Rarsky. He has asked me to express his regret in not being 
here today. Some pressing things have come up in Philadelphia. 

Senator SparKMAN. We are ol: id to have you speaking for him. 

Mr. Rarsky. My name is William Rafsky and I am the housing 
coordinator of the city of Philadelphia. 

With your permission I would like to make an oral presentation 
and file a statement by the end of this week. 

I have been asked by the American Municipal Association to say 
that I am speaking in their behalf, as well as with regard to public 
works. 
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Senator SparkMaNn. Are you familiar with the testimony given 
yesterday by their representative ? 

Mr. Rarsxy. Yes; I am aware of the testimony given by Mayor 
Lee of New Haven on behalf of AMA. 

Senator SPARKMAN. Do you agree with his testimony ? 

Mr. Rarsxy. Yes; we do. 

In Philadelphia, as you may know, we have stressed a total and 
comprehensive approach to better housing and better neighborhoods 
for the past 2 years. My appointment as housing coordinator is a 
symbol of the fact that we want to unify all the agencies, both public 
and private, and do everything we possibly can to bring about better 
housing in our ¢ ity. 

In line with that background and with our experience, as we take a 
look at the various bills before your committee, we would like to express 
our wholehearted approval of S. 3158 introduced by Senator Lehman 
and a group of distinguished Senators. We believe that that comes 
closest to having a comprehensive and total approach, which we believe 
is essential in order to provide decent housing for all groups in our 
community. 

From our point of view, decent housing in sufficient supply involves 
urban renewal, particularly in older cities like Philadelphia. 

In the area of urban renewal we would like to recommend these 
specific things: 

First, we would like to recommend a change in the formula of 
matching funds, in the present one-third and two-third ratio, to a 20- 
percent and 80-percent ration. We say that in lieu of the limited tax 
base local communities have. We don’ t believe S. 3158 or S. 3320 go 
far enough in that direction, either in inclusion of taxes in the form of 
grants in aid in certain cases as provided by section 304 of the admin- 
istration bill, and section 506 of S. 3158, or the restatement of the one- 
third formula in the Lehman bill, section 501. 

Senator SPaRKMAN. You referred to S. 3320. You mean §S. 3302. 

Mr. Rarsxy. Iam sorry. It is 8. 3302. 

Second, we believe that the 10-percent limitation on title I urban 
renewal funds per State should be eliminated or at least raised. We 
are very appreciative of the fact that this Congress in its last session 
set aside $70 million of the total to be given to States on an above 10- 
percent basis. We feel the program should be based on need and 
therefore the 10-percent State limitation is unrealistic. 

Thirdly, we feel that the total of $1 billion that has been authorized 
since 1949 could not possibly do the job that is necessary for redevelop- 
ment and renewal. We note that the President’s committee report 
of December 1953 indicates far greater expenditures are necessary and 
that the $1 billion is not sufficient. 

Although, S. 5158 refers to increasing the appropriation from $200 
million to $250 million per year, we are not clear whether that actually 
increases the amount. If it does, probably no more than $100 million 
on top of the $1 billion in total. 

Fourth, we believe that the administration of the program has to 
shift from a project-to-project basis and that grants should be made 
on an annual basis with each locality. In that regard we support in 
S. 3158, section 501 (a) which takes a long step in this direction. 

We point out in a city like Philadelphia we plan ahead for 6 years 
in terms of a capital progam budget and we set aside a certain amount 
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of funds for urban renewal and we find it difficult to cope with the 
existing Federal program unless we have a similar commitment from 
them. 

Fifth, we believe that the administrative snarls which have been 
frequently referred to here, are more than a product of inadequate 
budget. We recognize that budget does play a part. We are also 
sympathetic to applying a pioneering program, and the difficulties 
and complexities that engenders. 

We believe on top of that, however, there should be some statement 
of legislative intent, and so on, in the bill or in the record, which 
would indicate that urban renewal should be a local program, in 
great emphasis; that many of the safeguards insisted upon are un- 
necessary; that we in local communities have charters and State 
statutes with which we must comply, that can adequately take care 
of some of the safeguards that have been incorporated in the Federal 
program. 

Sixth, we support in the administration bill, the changes in the 
FHA title I program, particularly in terms of the dollar amounts, 
but would like to add that the discretionary permission on the part 
of the Admin‘strator to increase the term from 3 to 5 years should be 
made automatic. We find in Philadelphia that that 3 as against 5 
years makes a difference in what many middle-income families are 
able to spend to improve their own housing. 

Seventh, although we are sympathetic with the relocation require- 
ments of S. 3158, which indicate that a local community must indicate 
quite clearly how families to be displaced are to be rehoused in decent 
housing, we believe that, (1) the basis of consideration should not be 
the limited local political boundaries which would take into account 
a metropolitan area. The artificial political boundaries mean nothing 
in terms of movement of people and families and therefore we should 
not be confined to our own legal boundaries. In that regard we wel- 
come in 8. 3158 the proposal for metropolitan coordinating offices, de- 
signed to concern themselves with more than local jurisdiction con- 
cerns. 

We would also like to point out in connection with a stringent re- 
location requirement that although we do everything we possibly can 
to meet it, the Federal Government must recognize in that regard that 
the problem goes far deeper than shelter. It deals with people. 
And that in h: andling the grants and recognizing matching contribu- 
tions, that that activ ity which is spent in terms of social workers and 
dealing with family and social problems, ought to be included if we 
are going to have an insistence on a complete relocation. 

Shifting from urban renewal to housing supply, we welcome the 
changes in the administration bill, on section 221. For a city like 
Phil: adelphia, a $10,000 limit begins to recognize somewhat realistically 
what housing is in a high-cost area. We think it is quite important to 
change the terms to a 5-percent downpayment and a 40-year amortiza- 
tion period. We think that should help some. We are not quite 
convinced that it is enough to take care of the full dislocation problem. 

In that regard, we point also to section 220, and despite the improve- 
ments made by the last Congress insofar as new construction is con- 
cerned, we in Philadelphia have had no success at all in connection with 
section 220 thus far. Two new housing projects which have been in 
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negotiation for almost 8 months, one has « ompletely fallen by the way- 
side and the developer has withdrawn. The second one is still 
piddling around with figures in order to get it through. 

As far as rehabilitation is concerned we think the standards of FHA 
are too high. As the previous witness this morning said, they are 
afraid to take a legitimate risk in this field. 

We, therefore, particularly welcome the section in S. 3158’ for a 
middle-income housing program, and wonder if, with experience, it 
could be applied to rehabilitated housing as well as to newly con- 
structed housing. 

We think the principle involved is one that is worth trying, namely 
direct loans to middle-income families who cannot afford to purchase 
present-day housing. 

We think, however, that through other means, the construction cost 
elements of housing should be explored, particularly in line with the 
middle-income group. 

On public housing we support again $. 3158 in asking for 200,000 
units a year for the next 3 years. As we have stated to this committee 
in previous years, we have found in Philadelphia that based on 1950 
census data and adjusting for income changes, that 70,000 families 
could be eligible for public housing because they earn less than $3,000 
a year and they live in substandard dwellings. 

We know that since 1950 other houses have become substandard. 

In that period of time we have only been able to add either con 
structed or under contract, some 6,000 pul lic housing units in the entire 
period. 

_ We have to point out that even in meeting our need, the present pub- 

» housing program is unrealistic. We have just gone through a 
tt exhaustive site-selection procedure in Philadelphia and find that 
the available land has been exhausted, except where we are dealing 
with slum-clearance areas and we do not have enough money in terms 
of slum clearance, and so on, now or projected, to t: ake care of our public 
housing need. 

Again, for that reason, we welcome the changes suggested in section 
103, S. 3158, giving greater discretion as to size of project, types of 
dwellings and project density and design, to local government. 

We also would like to point to the administration bill in section 
104 (b), which has a provision that for housing the elderly in public 
housing, the local housing authorities have power to rehabilitate ex- 
isting homes, or aid in the construction of new housing. 

We believe that that is a meritorious feature that could well be 
extended to all public housing. Without that, we in Philadelphia 
would find great difficulty in building all the housing that is badly 
needed. 

| would like at this point to come to one specific feature in the bill 
which affects us very directly in Philadelphia. It deals with the ad- 
ministration bill in section 406 which transfers a number of defense 
housing projects to the Department of Defense. 

One of those projects which has two project numbers in the bill, 
PA-36011, and PA-36082, concerns itself with a housing dev elopment 
in Philadelphia known as Passyunk which has 995 units in it. 

If you look through the list in the administration bill you will find 
with the exception of ni 0 0m 8m it deals primarily with small 
cities. We believe a mistake has been made in including the Passyunk 
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homes in this bill. It is the only one in terms of a large city, as I 
point out. 

As far as need is concerned, we can readily demonstrate that the 
need for low-income families is far greater than that for the Navy 
Department, which is seeking this proect either for their enlisted or 
commissioned personnel. 

On top of that, on June 29, 1953, the Public Housing Administra- 
tion entered into an agreement with our local housing authority under 
the Housing Act of 1950, to turn over this project to the local housing 
authority as a low-rent project as a date to be determined at some 
later point. We consider that that is a binding legal document that 
this bill would override. 

Thirdly, we point out the Navy Department has never taken ad- 
vantage of the many liberal provisions this Congress has made for 
military housing in the city of Philadelphia and certainly that should 
be tried before they come and ask for one of our public housing 
projects. 

We submit that in terms of our performance that we have lived 
up to our commitments with the Federal Government and that we 
have demolished 1,545 temporary housing units built during the war, 
and have scheduled to tear down this year an additional 1,212. That 
three other permanent warehousing projects have been transferred to 
the local housing authority and we believe that Passyunk should as 
well. 

I have been authorized by the Phil: idelphia congressional delegation 
of six to say on their behalf that they strongly feel that this part of 
the bill should not go through. 

As far as housing for the elderly is concerned, we, of course, agree 
the need is great and some action should be taken. We prefer the 
statement in the bill sponsored by Senator Lehman in which they 
would set aside 10 percent of all housing programs for the elderly as 
preferable to the administration bill, but if that is not to go through, 
we think the administration bill can serve as a substitute. 

In the problem we have in Philadelphia for adequate housing 
for minorities we believe with the experience we have had thus far 
with the voluntary home-mortgage program that it is nowhere near 
in terms of helping us with our problem. 

The VHMCP does not recognize the real problem as far as minority 
housing is concerned. It starts off with the assumption that a minor- 
ity family has a house, or can purchase a house. We find in Philadel- 
phia that that can’t readily be done. We think therefore that special 
aids are necessary. Instruction to FHA to give special attention 
to this area, even if it means taking greater risks which probably are 
only risks on the surface 

We believe that in this connection, S. 3190, might well include, in 
terms of the advance commitments that FNMA can make, special 
arrangements for minority housing. 

The final area we would like to raise is that of organization and 
operations. We would like to say first, on research, that we welcome 
the recognition both in the administration bill and in the bill spon- 
sored by Senator Lehman, but feel that the $2 million authorized by 
the Lehman bill is important and that that should be supported. 

We welcome the Lehman bill in the advances to public works in 
its section 401, and increasing the amounts that have been previously 
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made available and specifically point to section 402 where for the 
first time recognition is given to the need to purchase in advance land 
which can be used for important facilities in overall planning. 

We support as previously stated the eoncept of metropolitan coor- 
dination of housing as indicated in the Lehman bill. We point out 
for example that in Philadelphia, in our southwest district we have 
a major redevelopment project known as Eastwood. Right across 
the boundary line in another county is another redevelopment project 
called Hook Road and we have to work together catch as catch can 
without any intelligent guidance from the top. We think such a 
Metropolitan Coordination Office would be helpful. 

Finally, we support S. 3159, a bill creating a Department of Hous- 
ing and Urban Affairs, because we believe this program warrants 
Cabinet status. We also believe such a department would insure 
greater coordination between the constituent agencies in the housing 
field. We would hope that it would lead to expansion into other fields 
of this Department, as they affect urban areas. 

In summary, I am quite aware of the fact that in coming before 
this committee and asking for even improvements on existing proposed 
bills, that we sound like people who are always asking for more 
and never being satisfied. But I would like to submit to this com- 
mittee, that the person who is on the firing line of a large city and 
an old city which has almost 20 percent of its population living in 
substandard areas, that unless we do a lot more than has been done 
now, we are just whistling in the dark about renewing our cities. 
It is just a catch phrase word. I join with the excellent statement 
of Senator Lehman, this morning, that it is time we started this 
program on a crash basis because that is what is needed to do the 


job. f 
Senator SparkMAN. Thank you very muc *h, Mr. Rafsky. 
I might call to your attention that S. 3159 is not before this com- 


mittee. It is before the Committee on Government Operations, in 
case you would like to make a representation to that committee. 
Miss Frankie Childers. Will you come around, Miss Childers, 
please. 
Miss Childers, you have a prepared statement and we will be glad 
to have you proceed in your own way. 


STATEMENT OF MISS FRANKIE CHILDERS, ON BEHALF OF THE 
NATIONAL INSTITUTE OF SOCIAL WELFARE 


Miss Curmpers. Thank you, Mr. Chairman. 

My name is Frankie Childers. I represent the National Institute 
of Social Welfare with offices located at 300 New Jersey Avenue SE., 
Washington, D. C., and with main headquarters located at 1031 South 
Grand Avenue, Los Angeles, Calif. As a representative of the 
National Institute of Social Welfare, I appear before you also to 
speak for individual State pension and social welfare organizations 
in 25 different States who have formed a confederation under the 
NISW. 

Mr. Chairman and members of the committee, may I express my 
deep appreciation for this opportunity to appear before you and 
appeal for legislation to correct one of the most pressing problems 
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faced by our society today—the lack of decent living quarters for our 
country’s aged. 

There exists in our economy tod: ay a condition that should make us 
all ashamed of that economy. While prosperity is supposedly at an 
all-time peak, the most worthy segment of our population struggles 
along under the double hi: andicap of pitifully low incomes and an 
excessively high cost of living. I speak of the 14 million people who 
are 65 years of age and over. 

It’s ironic that the very people who laid the foundation for this 
unparalleled prosperity are the very ones who are right now suffer- 
ing from it, the people who have retired on a fixed income based on 
a much lower cost of living, and those who have outlived their money 
and are no longer physically able to work and support themselves. 

Poverty among our oldsters is not the exce ption. Comprehensive 
studies have shown that poverty in the over-65-age group is instead 
the rule. By way of illustration I direct your attention to results 
of a study recently completed by the Twentieth Century Fund. 

This study revealed that three-fourths of Americans over 65 either 
have no income of their own or get less than $1,000 a year. And, out of 
all those 65 and over, only 15 percent have an income in excess of 
$2,000 per year 

There, gentlemen, you have your basis for slum areas. With more 
than 10 million people, helpless oldsters, struggling along on less than 
$1,000 per year, you can understand why slum areas abound. These 
people have no choice. They have no place else to go. They have 
become strictly the second-class, forgotten citizens, existing—if they’re 
lucky enough to find it—in 1 barren room with perhaps a 2-burner 
hotplate on which to cook their meager meals. 

I think there can be no question that our older citizens desperately 
need consideration—desperately need help in this problem of keep- 
ing a roof over their heads. 

Providing housing for the elderly has been widely discussed. But, 
like the weather, little has been done about it. Because our senior citi- 
zens, as a rule, have such limited incomes, private investors have not 
been interested to any substantial degree in supplying this need; 
there is more money to be made in building for the working, produc- 
ing population. 

Right here I would like to submit a little observation on some of 
the testimony I have listened to in the committee, on the basis that 
private investors can take care of the housing field. 

It is true that housing has gone at a very rapid pace in building 
during the past few years, but it has merely served to aggravate a 
situation because housing for people who can afford it is plentiful, 

but for those people who can’t afford housing, it is merely complic rated, 
because there are two very definite degrees of housing. There are 
those who can afford and those who can’t afford and those who can’t 
afford are just left out. Nobody is doing anything about providing 
housing for them. 

Does this mean that we must go on indefinitely ignoring the prob- 
lem? I say we cannot, as a society, afford to do so. Therefore, it’s 
up to us—as a society—to form a collective effort under our Govern- 
ment and lead the way toward eliminating the extreme discomfort 
and misery endured by our senior citizens. This would at the same 
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time, serve to clear up some of the disgraceful slum areas now blight- 
ing our cities. 

While working with the problems besetting the elderly, it has been 
brought home to me time and again that while our senior citizens 
think and act as individuals, a great majority of them do -+have as 
their one common denominator the problem of finding a decent place 
to live within their limited resources. Since my personal experience 
has been primarily in California, I shall offer an example of condi- 
tions in that State. 

In California, we have approximately 270,000 senior citizens who 
receive public assistance under the Social Security Act. Their maxi- 
mum grant is $85 per month, which is fairly high when compared 
with many of the other States. 

And yet, the budget of needs for these oldsters allows only $15 per 
month for rent. Both you and I know that it would be completely 
ridiculous to even pretend that anyone, be they 25 or 65, can find 
even 1 room for $15 a month. 

So what happens? Obviously, most of the inadequate funds budg- 
eted for food, clothing, and other necessities, such as medical care, 
must be used to provide the No. 1 necessity, some place to live. I say 
“No. 1 necessity” advisedly. One can rummage through garbage cans 
for food—such as it is—or watch trash cans for old clothing— but 
sleeping in parks or on street corners is very definitely frowned upon 
by society, even to the point of being downright unlawful. 

I was most interested in the testimony given before your committee 
by Senator Frederick G. Payne, of Maine, last week. Senator Payne, 
I believe, demonstrated a very comprehensive understanding of this 
pressing problem. 

His bill, S. 2762, if enacted, would be a tremendous step toward its 
solution. Not only does Senator Payne recognize the great need for 
public housing for our elderly, but his bill provides that these units be 
designed especially for elderly persons with low incomes; that, when- 
ever possible, the units would contain ramps instead of stairways, 
handrails in the bathrooms, kitchen cupboards at convenient heights 
to eliminate reaching and bending, and various other features to meet 
the special needs of our senior citizens. 

Senator Lehman, today, I think, also made a very excellent presenta- 
tion in favor of the senior citizens in our country. 

Another important feature of the Payne bill, as well as the admin- 
istration bill, S. 3802, is the provision permitting single elderly persons 
over 65 to occupy vacancies in existing low-rent public housing proj- 
ects. I not only emphatically believe that single people should at least 
be given equal consideration, but I actually believe that, if anything, 
theirs is a more pressing problem than that of most families. 

I reach this conclusion by taking into consideration that the ma- 
jority of elderly couples either have social security for both man and 
wife, or both are recipients of public assistance. ‘Therefore, they are 
able to pool their resources and are more likely to be able to find a 
modestly priced place to live. 

For instance, a couple each receiving the maximum public-assistance 
grant in California would have a combined income of $170 per month. 
With such a combined income, it’s not impossible for them to make 
ends meet and still pay perhaps $50 per month rent. But, you take 
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$50 a month rent out of a single person’s $85, and living conditions 
become pretty impossible. 

[ particularly appeal to this committee to keep in mind the very 
low mncome of the people under consideration and urge that any hous- 
ing legislation reported out contain provisions which would guarantee 
that rents be scaled within the limits of their ability to pay. I am 
particularly interested in seeing legislation passed which would bene- 
tit the very poorest of our elderly citizens—those on the public-assist- 
ance rolls. 

it only stands to reason that a provision should be included which 
would limit the amount of rent required to the same amount budgeted 
in their grants for rent. To say: “Here’s $15 a month for rent, now 
I have a charming little place here which will only cost you $50 per 
month,” is being rather hypocritical to say the very least. 

I cannot overemphasize the great importance and actually glaring 
necessity of finding a solution to the problem you now have under con- 
sideration. I appear here hoping to add impetus to your already 
demonstrated concern for the housing problems of the elderly. 

Letters coming daily into our organization’s offices from all over 
the United States echo the same plea, the same cry for help in meeting 
this human necessity. 

This is not a problem limited to any one locality or section of the 
country. It is nationwide. Therefore, its solution must start on a 
nationwide basis. Only congressional action can accomplish this. 

In closing, may I say thank you for affording me this opportunity to 
appear and present the views ‘of the good people I represent. 

Senator SparKMAN. Thank you very much, Miss Childers. Let me 
challenge just one statement that you have made to the effect that 
nothing has been done. I believe you know that last year this com- 
mittee ‘Teported out a prov ision of 10,000 units a year over a period of 
years, over a period of 5 years, for public housing for the benefit of 
elderly persons, and the Senate passed it. 

Miss Cutipers. I meant, sir, that little had been done. I checked 
with the Housing Administration and was told there are approxi- 
mately 70,000 older citizens in public housing projects throughout the 
country, but when you take into consideration the fact that there are 
10 miliion who need—or possibly say even 3 million or 4 million who 
need public housing, 70,000 doesn’t go very far toward meeting the 
existing needs. 

Senator Sparkman. Of course, there are only about 400,000 public 
housing units in the whole United States. 

Miss Cuitpers. I understand that, too. 

Senator SparKMAN. I wonder if you are familiar with the staff 
study that this committee put out ? 

Miss Cutipers. No, I am not. I should be very interested in it. 

Senator SparKMAN. It is dated January 4. It is a study made by 
the staff and has a great deal of valuable information in it. 

I just wanted you to know that this committee has been aware of 
this problem for some time and has been working on it. 

Miss Cuiipers. That is why I say I appear to add impetus rather 
than to try to tell you what to do. I merely try to present the views 
of the recipients and the people with whom I work daily, sort of on 
the receiving end of this, to better give you some idea of what they 
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Senator SparkMan. You know, too, I suppose, that last year we 
passed the 120,000 units through this committee and through the 
Senate. The administration was opposed to it. 

Miss Cuttpers. That doesn’t surprise me. 

Senator SearKMAN. This year, the administration has some fea- 
tures in its bill relating to housing for elderly persons so perhaps we 
have done some good, 

Miss Cuitpers. If we all sort of combine our efforts and make it a 
national issue, even the administration is not going to be able to ignore 
it for long. 

Senator Sparkman. Of course, the administration doesn’t go very 
far in its recommendations this year for elderly persons’ housing. It 
gives them a first-preference priority in normal public housing units. 

By the way, I was interested in your reference to some of the bills 
with reference to public housing. I wonder if you have seen S. 2790. 

Miss Cumpers. Right now, ‘I have to plead slight ignorance on 
housing altogether. T know only the need from the people who need 
it—their end of it. I have been concentrating primarily on other 
features of problems besetting the old people and my boss flew out 
to Los Angeles last week and left me with this very pleasant little 
chore to appear before this committee. 

However, I was faced with a slight problem of not really being too 
aware of what has been done recently, or what is contemplated being 
done in this committee. I am not aware of this particular bill; no, sir. 

Senator SPARKMAN. I would like to give you a copy of S. 2790, with 
an analysis, section by section, and also a copy of our report, because 
you made some statement there that indicated that perhaps we weren’t 
aware of what is taking place. S. 2790, by the way, is my bill. 

Miss Cuiipers. Thank you, sir. 

Senator SpaRKMAN. Thank you very much. We have been delighted 
to have you and it was a very fine statement. 

The committee will meet this afternoon at 2 o’clock in the Old Su- 
preme Court room in the Capitol. We undoubtedly will have a good 
many rollealls and it will be necessary to take breaks to answer them. 
Therefore we obtained the use of a room near the Senate Chamber, on 
the same floor, the Old Supreme Court room, at 2 o’clock. 

The committee stands in recess until that time. 

(Whereupon, at 12:05 p. m., the subcommittee recessed to recon- 
vene at 2 p. m. the same day.) 


AFTERNOON SESSION 


(The subcommittee met, pursuant to recess, in the Supreme Court 
Chamber, Capitol Building, at 2:05 p. m.) 

Senator SpaRKMAN. Let the subcommittee come to order, please. 

Senator Clements, come around. We are glad to have you. Go 
right ahead. 


STATEMENT OF EARLE C. CLEMENTS, A UNITED STATES SENATOR 
FROM THE STATE OF KENTUCKY 


Senator CLements. Mr. Chairman and members of the subcommit- 
tee, the purpose of this legislation, S. 2640, is to fulfill applications by 
hospitals for Federal financial assistance under a program authorized 
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by Congress but not acted upon because of the lack of Federal funds. 

The Defense Housing and Community Facilities and Services Act 
of 1951, Public Law 139,-authorized the Administrator of the Hous- 
ing and Home Finance Agency to make loans or grants or other pay- 
ments to public and nonprofit agencies for the provision of—among 
other community facilities—hospitals. Thirty-two applications from 
twenty-three defense-impacted areas were made for hospital assist- 
ance under this provision of that act. Only six of the applicants were 
approved and received funds before the funds made available for the 
program were exhausted. 

On the basis of information that I understand has been supplied the 
subcommittee by the Secretary of the Department of Health, Educa- 
tion, and Welfare, which administers this portion of the housing pro- 
gram, a maximum of 10 areas would possibly benefit from the passage 
of S. 2640. 

Under the terms of the hospital facilities provision of Public Law 
139, only those hospitals in critical defense areas which fail to secure 
assistance under Public Law 725 or Public Law 380 were eligible 
to receive assistance. 

I cannot speak, of course, for 9 of the presumed areas which would 
benefit from this legislation, but I can speak for the Hopkinsville, Ky., 
area—in which the Jennie Stuart Memorial Hospital was 1 of the 
applicants under Public Law 139. This hospital is still in need of 
Federal financial assistance, is in an area of a sizable military instal- 
lation, and has been unable to procure the necessary local financing 
to undertake ‘hospital additions. 

When I discovered that several hospitals in defense-impacted areas 
had applied for Federal financial assistance under Public Law 139 
and had not been able to procure such assistance, and further that, as 
in the case of the Jennie Stuart Memorial Hospital at Hopkinsville, 
Ky., needed hospital construction had not been undertaken because of 
the lack of local funds, it seemed appropriate to revive the authority 
of that act to assist such hospitals at least to the extent that money 
should be made available to process those eligible applications which 
were denied funds because of the insufficiency of appropriations at 
the time of the applications. 

Although actual conflict in Korea has ended, the world situation 
has required and is requiring a continuing military alertness and pre- 
paredness on our part unparalleled in our Nation’s peacetime history. 
This fact alone to my mind would warrant providing the authority 
and the appropriations to finish the program, which was only approx- 
imately one-third completed under the provisions of P ublic Law 139. 

There is even a more pressing reason for reviving a hospital con- 
struction program in defense-impacted areas at this time. I refer 
now to the possible increased demand for hospital facilities in military 
areas as a result of the probable adoption of legislation to provide a 
program of medical care for dependents of members of the uniformed 
services. 

On the 2d of this month, the House passed H. R. 9429, which, if 
enacted, would authorize the Secretary of Defense to contract for 
hospital and medical services for dependents of members of the uni- 
formed services, enabling such persons to procure medical care in 
civilian facilities. 
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The Department of Health, Education, and Welfare opposes S. 2640 
on 2 grounds: 1, as I understand it, is based upon the assumption 
that Public Law 725 can provide the necessary funds to assist the local 
community in construction of additions to hospitals, and the-other is 
based upon the fact that the legislation is limited to such hospitals 
as have applied for assistance under Public Law 139. 

As to — first objection, eligibility under the authority of Public 
Law 139 for assistance is, of course, dependent upon the agency’s 
f: aes to procure assistance under Public Law 725 and Public Law 
380. In connection with the second criticism, I would have no objec- 
tion to amending the legislation so as to make it applicable to defense- 
impacted areas deter mined by the President to be in critical need of 
assistance under the hospital provisions of Public Law 139, should 
evidence be presented to this subcommittee indicating that there are 
a number of such areas in which there is a need and for which no 
2pplication was made under the original act. 

Mr. Chairman, | appreciate very much the opportunity that you not 
only give to me today to be before you and present these views, but 
the fact that you made it convenient to hear a distinguished person 
from our State, a person who has been in the profession of medicine for 
many years, more years probably than he would like for me to admit, 
one of the great surgeons of our State and the present president of 
the Kentucky Medical Society. 

Mr. Chairman, I would hope that it would be convenient at this 
time for the committee to hear Dr. Gaither, president of the Kentucky 
Medical Society and a resident of Hopkinsville, Ky., and the prime 
mover in the work of the Jennie Stuart Memorial Hospital. 

Senator SparKMAN. Fine. Dr. Gaither, will you come around? We 


are very glad to have you with us, and we will be glad to hear from 
you at this time. 


STATEMENT OF DR. GANT GAITHER, PRESIDENT, 
KENTUCKY MEDICAL SOCIETY 


Dr. Garruer. Mr. Chairman, gentlemen, I feel some embarrassment 
at coming before you with what you can properly be pleased to call 
special legislation. It is so, and I think it should not be that, but, 
as frequently it is in the purview of this particular spot on the e arth, 
it is not taboo with those of us who have to deal with smaller things 
many times. 

The basis of our request for this legislation stems back to the de- 
fense impact upon small areas. Hopkinsville, Christian County, Ky., 
is on the border with Tennessee, and astraddle us is set Fort Camp- 
bell, a very large military installation. 

At the time Fort Campbell was projected, we realized that the 
Jennie Stuart Hospital as well as the Clarksville, Tenn., hospital 
would be badly handicapped, and, under the Public Works Adminis- 
tration, plans were drawn for a 100-bed hospital, and everything, we 
thought, was set for it—plans to the last screw and nut and bolt. 

But it was dependent upon, if you remember how the law is, the 
camp surgeon having the last say. 

Well, we had the misfortune to have an old-line Army officer, Colonel 
Shaffer, who came in there, an elderly gentleman. We had a hospital 
of 30 beds. It was estimated we would need 100. He looked at the 
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plaus and saw it would cost $150,000—a terrible sum of money at that 
time. He said, “No, we will not spend any $150,000 out there. Go 
upstairs, knock out a few posts in the attic, and put 30 beds up there, 
and that would be it.” 

At the time I was overawed by his military splendor and made no 
combat about the thing. 

But we did finally get an agreement under the Lanham Act, which 
you will recall, and he permitted us to put up a small 30-bed unit, 
giving us 60 beds. 

Well, Providence moved him along, and they sent in a man from 
India who had been over there, and he recognized the need, and we 
went to Chicago to press further for proper handling of our need. 
About that time the whistles blew and the bells rang and the war was 
over and the Lanham Act was dead. 

We subscribed and paid for 15 percent of that small addition. We 
were still confronted with Fort Campbell, in the beginning a camp 
and becoming a fort, and our problem still obtained. We had plans 
drawn for an additional expansion under the Hill-Burton Act. 

Unfortunately, we were a little premature, and the year in which 
we accepted Hill-Burton funds we had to put up two-thirds—the 
community put up two-thirds under the act—and we were only able 
to put up enough to make 86 beds. That is all we could afford.” Still 
we were shy. 

That was accomplished. Still the camp grew, the fort grew, and 
the impact was more and more severe. and we have not been able to 
overcome it. We have put $150,000 of our own money into the addi- 
tion of from 60 to 84 beds, and there we have sat. 

We find ourselves now with people in the halls, confronted with 
the necessity of desegregation, putting in a number of beds addi- 
tionally for the Negroes who will have to be cared for. All of that 
has run into such a tremendous sum of money that we tried last year 
very hard to get some amendment to the Hill-Burton Act which would 
permit 50 percent of the funds to come from there and 50 percent 
maybe from some sort of amendment which might come along—or even 
to say in defense areas that they should have a 100 percent grant and 
those not in it to go ahead with the 50 or whatever they had. 

But Mr. Hill was obstinate, did not want anything to touch his bill, 
and there we were. 

Senator Clements was kind enough last session to introduce this 
particular special bill. 

I don’t know how further to appeal to you gentlemen. I don’t 
know—except that there are 10 areas still left unserviced. 

As I take it, if you will recall under Public Law 139, it was for 
those areas designated as defense areas—that facilities should be pro- 
vided as needed to take care of the impact, which would be water, 
sewerage, schools, and hospitals, in about that order. _ 

Well, now, you gentlemen, in whatever way of thinking you had to 
do, allocated a certain sum of money for those particular facilities. 

So that in the meantime, while that was going on, prices were going 
up, and probably the sum of money which you allocated at the time 
might have been sufficient to cover all four of the categories. had 
prices remained the same, but they didn’t and they do not right now. 
As you and £ are sitting here prices are going up In building and 
construction. 
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So when you got through, sewer, water, and schools were attended 
to, and, of the 31 or 32 hospitals which had applied for benefits or 
help under the law, 5 or 6 were implemented with what was left over 
from the money, and there was no more money. That was all. 

In the meantime now, some years have elapsed since 1953, and many 
of the hospitals have through Hill-Burton or some other help gotten 
serviced. There are about 10 areas according to HEW’s report which 
still may be helped by this particular, very special legislation. 

I think that in spite of HEW’s decline and opposition to it I am 
going to ask you to override it and bring this thing out, and let’s have 
a fair show at it. , 

I don’t know whether you recall there was a time back in England 
when things were not going well, and Mr. Tennyson makes a very 
apt report. on the matter there. It is about King Arthur. And | 
don’t mind tilting at windmills either here a little bit today. 

“Here and there a deed of prowess done, 

“Redress a random wrong.” 

You have a “random wrong” here. You didn’t mean to do it, and 
I think you should stand up and say, “We will redress this wrong, 
and we will make whatever small appropriations are necessary to 
supplement this.” 

If I can get out of the realm of poetry down to the realm of surgery, 
with which I am probably more familiar, and give you a very homely 
illustration, we might say that the situation when Public Law 139 was 
nassed would be as if someone had brought into your Senate and 
Yau here some man whose abdomen had been cut open in some 
accident. And you say, “All right. That’s the terrible impact of 
modern civilization. Let’s sew him up. Get the doctors to sew 
him. up.” 

All right. Well, how much catgut are we going to need to sew 
him up? Well, we need 2 tubes of catgut and 1 tube of nylon, we'll 
say, to sew him up. 

e get busy, and we sew up the peritoneum, which might be similar 
to the water. We sew up the muscularis, which might be similar to 
the sewerage. Then we sew up the fascia, which might be similar to 
schools. And we get to the skin, and we sort of run out of catgut and 
nylon. We haven’t got enough to sew him up all the way. So you 
say, “Well, that’s a small matter. Just let it go.” 

And that’s the story. If you all can see your way clear to bring 
this thing out and redress a wrong you have done—you did it un- 
wittingly because you didn’t know what it was going to cost—appro- 
priate enough funds and give us some relief. T hope you will see your 
way clear to say, “We'll pass some special legislation to help a special 
case.” 

Thank you very much. 

Senator Sparkman. Thank you, Doctor. It may be special legis- 
lation but it is in the general form, you know. 

Dr. Gatruer. What say ? 

Senator Sparkman. I say it my be special legislation but it is 
stated in the form of a general bill, I suppose there are 10 communities 
that may be helped by it. , 

Senator Payne, do oa have any ions to ask? 

Senator Paynes. No, the doctor given a very convincing argu- 
ment. 
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Senator SparkMAN. I thought so too. I thought it was a very fine 
statement. 

Senator Ctements. Mr. Chairman, I think it is unnecessary for me 
to tell Senator Payne or remind the Senator from Alabama, who 
lives so close to this area, that Fort Campbell is one of the growing 
posts in this country in usefulness, and I see where maybe the 
atomic-equipped group will be quartered there. Certainly there is no 
reason to believe that there is going to be any lessening of the use by 
the Federal Government of the Fort Cam bell area. 

Dr. Giarrner. May I add also the pending storm about medical 
care for dependents of military personnel is going to add a further 
burden. Actually, gentlemen, as I see it, over the next 20 years— 
I'll be gone—everyone will carry some form of hospitalization, and 
you'll need hospitals wherever you can build them, special legislation 
as this is, or by Hill-Burton, or what not. We are going to need more 
and more hospital beds, because there is where sick people are going 
to be taken care of, not waited on in their homes. It’s going to be 
done in the hospitals. 

Senator SparKMAN. Let me ask zn just a question or two. My 
understanding is that Fort Campbell continues as an active post. 

Dr. GarrHer. Yes, sir. 

Senator SparkMAN. And the impact is continuous on the communi- 
ties ¢ 

Dr. GarrHer. Yes, sir. 

Senator SparKMAN. If you have seen the report from the Depart- 
ment of Health, Education, and Welfare, the statement is made in that 
that Hopkinsville is recognized as an area that needs additional 
hospital facilities. 

Dr. Garrner. Yes, sir. 

Senator Sparkman. That it holds an A priority position for Fed- 
eral funds under the Hill-Burton Act. 

Dr. GarrHer. Yes. 

Senator SparKMAN. Let me see if the record is clear on this. As I 
understand, you have taxed yourself to the utmost to do what has been 
done heretofore. 

Dr. Gatrer. That’s right. 

Senator SparKMAN. ich normally should have been done, you 
feel, as a part of the defense impact on the community ? 

Dr. Garrner. In the beginning. 

Senator Sparkman. And you are not able to raise the funds neces- 
sary for obtaining Hill-Burton aid? 

r. Garrner. That is correct. 

Senator Sparkman. Am I correct in that? 

Dr. Garruer. That is right. 

Senator Crements. That is correct. 

Senator Sparkman. Anything further, Senator Payne? 

Senator Payne. What is the population of the community ? 

Dr. Garrner. Hopkinsville is—— 

Senator Payne. Normal population. 

Dr. Garrner. Our present population is normal since 1943 or 1944, 
We are considering that what we have got there now is normal. We 
would have in Hopki about 18,000. In the county about 45,000, © 
exclusive of the camp itself with the people who have come in there. 
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Senator Sparkman. Thank you very much. Thank you, Doctor 
and Senator Clements. 

_Dr. Garrner. I may add there are 10 other areas besides Hopkins- 
ville and Christian County scattered over the United States. We 
are not the only one. I happen to be the only one who is vociferous, 

Senator Sparkman. Yes, we have those listed and the standing of 
them shown. 

Senator Payne. I don’t know why a man 45 years of age would 
predict that 20 years from now you won’t be around. 

Dr. Garrner. I’m 71. 
— SrarKMAN. Especially when he is a doctor helping to pro- 
ong life. 

Dr. Gatrner. Thank you. 

Senator SpaRKMAN. Our next witness is Dr. John F. Meck. 


Dr. Meck, will you come around, please? We are very glad to have 
you with us. Have a seat and just proceed in your own way. 


STATEMENT OF DR. JOHN F. MECK, REPRESENTING THE AMERICAN 
COUNCIL ON EDUCATION 


Dr. Mecx. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I am John F. 
Meck, treasurer and vice president of Dartmouth College, Hanover, 
N.H. Iam appearing today as a member and representative of the 
committee on relationships of higher education to the Federal Govern- 
ment of the American Council on Education. The American Council 
comprises in its membership 139 organizations, including practically 
all the important national educational associations, and 962 institu- 
tions, including nearly all the accredited junior colleges, colleges, and 
universities in the United States. 

For the American Council, we deeply appreciate the opportunity to 
be here today. I might say, as a representative of Dartmouth College, 
it is rather a coincidence that the hearing was moved to this room. I 
believe it was from this historic hall that Daniel Webster as a Member 
of the Senate left to go downstairs I believe to argue the Dartmouth 
College case, which has been the bulwark of private education ever 
since. 

The amendments to the college housing loan program in S. 3302 
would have two results: They would increase the authorized amount 
for loans from $500 million to $600 million and raise the interest rate 
to educational institutions from the current 2.75 percent to an esti- 
mated 314 percent. : : 

The position of our American Council committee can be summa- 
rized briefly as follows: 

(1) There is insufficient factual information now available to dem- 
onstrate conclusively what the best interest rate would be, 

(2) In the absence of such information, the current rate should be 
continued, at least for another year. : 

(3) If this committee should decide to recommend a change in 
formula to raise the rate, it would be only fair and, I might add, in 
the public interest, to adopt the amendment suggested by Commis- 
sioner Hazeltine that loans made in response to applications filed be- 
fore March 20, 1956, should be at the existing 2.75 rate. 
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(4) Whichever of these courses the committee may adopt, an in- 
coat authorized funds of at least $100 million will clearly be 
needed. 

As I have indicated,we wish to point out first that: any action which 
this committee or the Congress may approve on these amendments 
this PEIN Sis be taken in the absence of adequate information. 
There has been no comprehensive study of college housing in recent 
years. We simply do not know how many dormitories have been 
constructed since 1950, how they have been financed, how the total 
volume of construction has varied from year to year, or how the 
proportions of financing from different sources have varied from 
year to year. 

It is easy to produce random examples to show that institutions 
have undertaken construction with support from other sources such 
as gifts, borrowings from endowment, State appropriations, and pri- 
vate loans. Hence, the college housing loan program has never been 
and will never be the sole source of funds for college housing. What 
we do not know is how large a part this Federal program has played 
to date or how large a part it may be called upon to es in the future. 

The facts which we do have concerning the college housing loan 
program show very clearly that the demand for Federal loans varies 
significantly with changes in the interest rate charged the colleges. 
Official reports from the Federal Housing and Home Finance Agency 
show that in the 11 months between August 31, 1954, and July 31, 1955, 
a period when the rate for Federal loans was 314 percent, there were 
106 new applications, for a total of $68,940,000, of which 46 applica- 
tions were tentatively or finally approved for a total of $29,369,000. 

Reports from the same agency show that between July 31, 1955, 
and February 29,1956, a period of 7 months during which the rate 
was 2.75 percent, which is what it is at present, 295 new applications 
were received for a total of $310,497,000, of which 123 were approved 
for a total of $126,460,000. 

In other words, with a decrease in the interest rate of one-half of 1 
percent, the rate of applications has more than quadrupled, and the 
average monthly amount requested is several times as great. Further, 
the average monthly amount approved is more than six times as great 
as in the preceding period when the interest rate was 314 percent. 

It will be arbwed thet during the period when the 314 percent in- 
terest rate was in effect the financing of new dormitories went on at 
substantially the same level, but that a larger proportion of the money 
was supplied by private investors. We have seen no facts to support 
such an argument. Our own judgment, based admittedly on incom- 
plete information, is that the total level of new construction was sub- 
stantially reduced during that period, and that the amount of private 
loans did not increase to an important degree. We note that those 
who have assumed to speak for private investment interests did not 
express enthusiastic support for the program when the interest rate, 
from the point of view of most colleges, was prohibitively high. In- 
stead, they recommended that this program be wholly eliminated. 

One panne of the proposed amendment now before this committee 
would have the effect, according to its supporters, of increasing the 
interest rate from 2.75 percent to.34@ percent. It has been asserted . 
that this increase will bring large amounts of private capital into the 
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college housing program. We do not say flatly that this assertion 
is untrue. We do say, however, that the history of the program does 
not seem to support this assertion; and we believe that this issue ‘is of 
such importance to the Nation that it should not be decided hurriedly, 
in the absence of strong evidence. 

I might say here parenthetically that I have tried to check with 
some private bankers in New York on what a 30-year serial maturity 
dormitory housing loan would have to be, which would be a revenue 
issue only—in other words, exempt from Federal income taxation but 
not secured by the full faith and credit of the States—and they would 
guess, though I would want to check this some more, that at the present 
time it would have to be around 334 percent on the average rate over 
the 30-year life of the issue. 

I can report to you that the American Council on Education has 
undertaken a comprehensive study of college housing, including the 
roles played, in recent years, by Federal loans, private loans, State 
loans, private gifts, State and municipal appropriations, and other 
sourees of funds. The study, under the direction of Dean Arthur 
Weimer, of the Business School of Indiana University, will be thor- 
ough, factual, and objective. The results will be available before the 
end of this year. 

The Council would welcome a parallel study of the same kind by 
this committee or some other appropriate agency of the Federal Gov- 
ernment. The Committee on Relationships of Higher Education to 
the Federal Government is firmly convinced that no important chan, 
in the college housing loan program should be made until such a study 
has been completed. Policies affecting the success of a program in- 


volving a half billion dollars or more should not be adopted, we 
submit, on the basis of allegations and surmises, when relevant factual 
information exists and needs only to be collected and analyzed. 

We also wish to point out, Mr. Chairman, that if the proposed 
amendment, as worded, should be approved this spring, it would 
change the interest rate on projects et than $250 million 

t 


which differ from others only in the detail that the Federal Housing 
and Home Finance Agency has not as yet had time to make a decision. 
These projects have been prepared, at considerable expense to the 
institutions involved, on the assumption that the rate of 2.75 percent 
would be applicable. Dartmouth College is one. We have an appli- 
cation that has been tentatively approved for $1.5 million. 

In fairness, we believe that bona fide applications filed before March 
20 of this year, as recommended by Commissioner Hazeltine, should 
be acted on under the rules in force when the applications were sub- 
mitted and, if approved, should be eligible for the existing 2.75 percent 
rate. 

The other portion of the pro amendment, which would increase 
the authorization from $500 million to $600 million, will be important 
or unimportant, in our judgment, depending on the action which 
Congress takes on the interest rate or on Commissioner Hazeltine’s 
recommendation concerning st applications. If the rate is 
increased, as pro in the bill now before this committee, and the 
increase takes effect immediately on all pending applications, we 

redict that many of the institutions involved will be forced to with- 
aad their applications, not because private funds will become avail- 
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able at lower rates but because no loans from any souree will be avail- 
able at rates that make the projects feasible. Under these circum- 
stances, the $500 million now authorized should be sufficient for at 
least a year and probably much longer. In other words, the increase 
in authorization will be an empty gesture unless the present rate of 
interest on Federal loans is maintained, preferably on all projects but 
at least on those for which applications are now on file. 

One argument for an increase in the rate, which we believe has 
no bearing on the social usefulness of the program, is that the Treas- 
ury is oalea long-term loans to colleges at a rate lower than that 
of long-term Treasury borrowings; hence, it is charged, the program, 
with the current interest rate, involves a Federal subsidy. 

As suggested by members of your committee in the hearings last 
spring, Mr. Chairman, the onan program may be thoroughly justi- 
fied on grounds of national welfare even if a subsidy were involved. 
Economists who have acted as consultants to our committee have 
pointed out, however, that the argument itself involves a serious over- 
simplification. When the Treasury floats a long-term bond issue, the 
entire loan becomes due at the maturity date. College-housing loans 
are of a different type. They resemble mortgages, with serial ma- 
turities, in that portions of the principal are repaid at regular intervals 
before the final maturity date. Hence, there is strong logical justifi- 
cation for the current formula. 

To determine pieaeny what any particular dollar loaned to a col- 
lege at a particular time cost the Treasury, in the light of the Treas- 
ury’s actual borrowings at varying rates, is a highly technical problem, 
on which our committee does not claim to have a competent or in- 
formed opinion. We do believe that it can be solved by unbiased 
financial experts, and we strongly urge that a study be made by 
qualified persons. In our judgment, the issue at the moment is 
clouded by varying attitudes toward the basic issue of the desirability 
of any Federal vilcabicenaadean program at all. 

Our general position, then, Mr. Chairman, is that the Congress 
should move toward placing the college-housing-loan program on a 
permanent basis as favorable as possible to all parties in interest, 
always keeping in mind those whom the program was designed to 
serve—the qualified young men and women of this country who, in 
the national interest, should have the opportunity for a college edu- 
cation. We do not believe adequate information is available now 
to decide what that basis should be. We pledge to secure for the 
committee, before the opening of the next session of Congress, a com- 
prehensive report that may serve as the basis for a thorough review 
of the program in the light of demonstrable facts. In the meantime, 
we strongly urge that the program be continued for another year 
without amendment to the rate formula. 

Mr. Chairman, I also have a resolution here from the National 
Federation of College and University Business Officers which I would 
like to present.to be made part of the record. I do not believe it 
would be useful to read it. 

Senator Sparkman. Without objection, that will be incorporated 
in the record. 
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(The resolution referred to follows :) 


RESOLUTION OF THE STANDING COMMITTEE ON GOVERNMENT RELATIONS OF THE 
NATIONAL FEDERATION OF COLLEGE AND UNIVERSITY BUSINESS OFFICERS Associa- 
TIONS CONCERNING THE COLLEGE Housine Loan ProgRAM 


The National Federation of College and University Business Officers Associa. 
tions, committee on Government relations, at a session held in Washington, D. ©, 
en Friday, January 13, 1956, adopted a resolution reading as follows: 

Whereas the Congress and the President of the United States of America have 
recognized the critical need for the expanded college housing loan program, 
including loans for auxiliary educational facilities such as housing, dining, 
student unions, and other self-supporting projects ; and 

Whereas the Congress of the United States has approved the expanded college 
housing loan program under Public Law 475 which provides for the expanded 
range of needed facilities to be supported at a realistic nonprofit, nonloss interest 
rate of 2.75 percent per annum with an amortization period up te 50 years and 
with an appropriation of $500 million; and 

Whereas the President stated upon signing this act into law that “this is a 
desirable program which should be expanded,” and he further stated in his recent 
State of the Union message, “I recommend * * * continued support of the college 
housing program in a way that will not discourage private capital from helping to 
meet the needs of our colleges” ; and 


Whereas the Housing and Home Finance Agency is to be commended for its 
capable handling of this program to date; and 

Whereas, in the interest of keeping a strong America and to meet the increased 
needs for expansion of these essential facilities at the universities and colleges : 

Resolved, That the college housing loan program should be maintained and 
supported in its present form and terms with increased funds; namely, for an 
expanded range of loan support for self-supporting auxiliary facilities, realistic 
nonprofit, nonloss interest rate (presently 2.75 percent per annum), and up to 
50 years amortization period, with additional funds to be appropriated in an 
amount equal to or greater than current funds available. 

Senator Sparkman. Senator Fulbright ? 

Senator Futsrieut. I will pass for just a minute. 

Senator SparkMan. Senator Payne? 

Senator Payne. I have a few questions I would like to ask the 
doctor if I may. 

First, let me ask if you believe it reasonable to assume that the Fed- 
eral Government alone can provide the several billions of dollars that 
are going to be required to provide the necessary facilities to take care 
of the tremendously increased number of students we are going to 
be getting into the colleges in the days ahead ? 

Dr. Meck. I do not believe so, and I do not believe that will happen, 
Senator Payne. 

Senator Payne. In other words, you believe it will be by a joint 
effort 

Dr. Meck. By a joint effort. 

Senator Payne. Partially through endowments, partially through 
Government help through this program here, and possibly by private 
financing ? 

Dr. Meck. That is correct. As you will recall, this bill also pro- 
vides for faculty housing. We are building an apartment house this 
spring—we are breaking ground this spring—and we are going to 
finance it from endowment. We have other reasons for wanting to 
doit that way. Iam surethat is happening in othercases. ~ 

Senator Payne. It is true, is it not, that the HHFA has been making 
this particular type of loans for about 5 years? 

Dr. Meck. I believe so; yes. , 
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Senator Payne. They have undoubtedly acquired during this period 
considerable experience relative to the rates that have been fixed 
from time to time? Wouldn’t you say so? 

Dr. Meck. I should think so. 

Senator Payne. They know when the interest rate gets so high 
that of course it hurts the loan—that is, if it gets out of reason? They 
know about what it should be in order to get private participation ? 
In other words, when you try to get private participation, you have 
got to have it at a rate that does offer an opportunity of some return ? 

Dr. Meck. That is correct; yes. 

Senator Payne. It is my understanding they have made loans at 
varying rates, 234, 31, 314, and 3% percent, in varying amounts, dur- 
ing that entire period of 5 years. 

Dr. Meck. The legislation provided for a different formula at dif- 
ferent times. 

Senator Payne. That is right. 

Dr. Meck. So that accounted for that. 

Senator Payne, Soit has varied from time to time? 

Dr. Meck. Yes. 

Senator Payne. When the interest rate was a little higher, the in- 
vestment houses apparently, from the record, took more of these loans 
than they did when the interest rate fixed by the Government was low ? 

Dr. Meck, They took largely, I believe, issues which were tax- 
exempt issues of public institutions and the early maturity of those. 

Senator Payne. That is right. 

Dr. Meck. Yes. 

Senator Payne. You would not disagree with me that that is a 
reasonable procedure to follow ? 

Dr. Meck. No, except we are in a pated where all municipalities 
and States—the interest rates—are higher now. It really comes down 
to a question of whether we are going to have this housing or not. 

Senator Payne. You mentioned bond issues that were processed. I 
have been interested in this particular problem, because I have been 
interested in seeing some of these colleges and universities and insti- 
tutions of higher learning given an opportunity when I know they have 
been placed up against a pretty difficult situation to try to keep pace 
with the expanding population. 

So I did make a request of HHFA to give me a list of college hous- 
ing bond issues which were processed as loan applications under the 
program. When they were advertised under HHFA procedures they 
were sold privately. Several of them ran from 35 to 40 years, and in 
other cases the agency had to purchase only the later maturities. 

Dr. Meck. Yes. 

Senator Payne. Mr. Chairman, if there is no objection, I would like 
to introduce for the record this list, which includes the interest rate at 
which the loans were sold. TI will just ask the doctor if he is aware 
of the fact since the interest rate was lowered to 234 percent there has 
been very little of this private participation. 

Dr. Mecx. I am aware of that fact; yes. 

Senator Payne. You are aware of that? 

Senator SparkMAN. Without objection, that will be included. 


Senator Payne. It is an interesting table which I requested HHFA 
to bring up. 
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(The table referred to follows :) 


Bond issues processed by HHFA but sold to other investors 





Institution ' 


January-June 1954: 
Western State College (Colorado) 
Wisconsin State College 
Montana State University 
Western Illinois State College 
Southern State College (Arkansas) 
Bowling Green State University (Ohio)... 
Central Washington College of Education 
Ball State Teachers College (Indiana) 


S3SS8 


Sesser 


Arkansas Polytechnic College 
University of Arkansas 
University of Texas 
Montana State College 
July-December 1954: 
Eastern Kentucky State College 
New Mexico College of A. and M. Arts_--- 
Pueblo Junior College (Colorado) -.__......|.....do_.._. 
University of Michigan August 1954 
University of Kentucky September 1954.- 
University of Idaho..__.__.....-..-- 
Utah State Agricultural College_--_--. 
Texas College of Arts and Industries. 
January-June 1955: 
Western Washington College of Education_| March 1955_- --- 
University of Maryland __...........-.+....].---- do 
West Virginia University. ...............-.}.....do 
University of New Mexico 
Arizona State College 
University of Arizona 
July-December 1955: 
Southwestern Louisiana Institute 
University of Texas----. .- 
University of Idaho_............. 
January-June 1956: 
University of Nebraska 
Winona State Teachers College (Minne- 


sota). 
St. Cloud State Teachers College (Minne- 


sota). 
— State Teachers College (Minne- 
sota). 


we 
~~ 
" 


s 
one 


ROGIGe GO MOREROLOSS SrEESoO SEM SSHS SoNo gee 
SrceLers 
on oe OF 


“ 
RRaFSR FS 


~- 


S$ 8 8% ses 


' Public institutions of higher learning. 

2? Amount of bonds sold, may imclude projects not processed by HHFA. 
* HHFA purchased remaining maturities. 

‘Purchased by State trust funds. 

Dr. Mrox. If I may add, Senator, that does come back to the 
question of whether we are going to get the housing at all.. If you 
have higher interest rates, say the 334 interest rate I mentioned, I 
think it would have a tremendous effect on colleges having to cut back 
their plans. 

Senator Payne. I agree with you definitely on that. In other 
words, it is a question of seeing if we can arrive somewhere at a 
medium. Where the institution is just unable to get private — 
pation at reasonable rates the Government has got to step in use 
of the need of education in this country to implement the megnn. 
But where the impetus can be given within reasonable bounds for 


private participation we certainly should encourage that. just as far 
as we possibly can. 

Dr. Meck. There is where we think, if I may say so, that we do 
need time for more study to reallyfind out what this situation is. 


There are a lot of eSnenn sengeee both on our part and on 
the part of others, on this subject. We would like to find out. 
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Senator Parner. I think you are aware, too—I am quite confident 
you are—that President Eisenhower has generally endorsed this type 


of a program. 

I + eit Yes. 

Senator Payne. But dating back—I forget exactly the date now, 
but it was last year if I remember correctly, or maybe it was in 
1954—he did state a continuing interest should be developed to see 
how far we should go at the Geverdiient level and how much we 
should establish a Site whereby we can encourage private in- 
vestors to come into the field and to help to see that this type of a 
program is carried out. — 

I have nothing further right at this moment. 

Senator SparkMAN. Senator Fulbright? 

Senator Futsriexnt. This business of there having ceased to be any 
private participation after this program came, just what is the 
significance of that? a Es 

Dr. Meck. I believe it is partly the general rise in interest rates 
on all types of tax-exempt daca Scaten| municipalities, and so 
forth. That has been part of it, plus the fact with the 234-percent 
institutions are able to come in and put these projects across which 
they could not do before. 

Senator FutsricHr. What I mean is: Tf there had been no Federal 
program, there is still no certainty at all or assurance there would 
have been any larger private program ? 

Dr. Meck. That is absolutely correct, sir. 

Senator Futsricut. What I mean, there seemed to be the implica- 
tion that beeause we have had a substantial increase in participation 


in the Federal program that that has taken this away from the private. 
It does not necessarily follow. It may be there would be no program 
at all. Is that not correct? 

Dr. Meck. That is — But we would like to find out 


a little more conclusively. e cannot say flatly that is so, but I am 
pretty sure that is the way it will prove out in our study. 

Senator Furericut. It has been said, Dr. Meck, that a small in- 
crease in the interest rate is not important because when it is reduced 
to the terms of the amount a student pays for a room it is not very 
<r and that it is not really significant. Would you comment on 
that 

Dr. Mecx. You can reduce everything down to per-day or per-hour 
cost, but it gets ridiculous after a while. I think one significant factor 
is that in many of the eastern colleges with which I am familiar, the 
private institutions, we have 25 percent of our boys on scholarship. 
Now, just take, I believe, Commissioner Hazeltine’s figure. Suppose 
it is only $12 a year more. Frankly, I think in our case it would prob- 
ably run $25 to $35 a boy more. On the 25 percent, the scholarshi 
students, we have to increase our scholarship grants in order to enable 
them to afford the rooms. 

That money has to come from the free funds of the institution, 
from endowment, perhaps from increased tuition, or from gifts for 
current use, one way or another. But the impact is certainly more 
than just a dollar a month in my experience. 

Senator Funsrteutr. What I do not understand is this aspect of the - 
problem: We have a limited amount, $500 million, at this 2.75 rate. 
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When that is exhausted, if there are any private funds around ayail- 
able why doesn’t that come into the market then? Why does the 
existence of a limited Federal program destroy, prevent, private 
participation ? 

Dr. Meck. I do not think it should, though, of course, I believe— 
I am not thoroughly conversant with this—I believe this $500 million 
is a revolving fund, that the money can be reloaned. 

Senator Futsrient. Well, that may be so, but it is limited. 

Dr. Meck. Yes; it is limited to that amount. 

Senator Futsrient. It does not take care of all the applicants. 

The point I was trying to make is that it seems to me this level of 
interest rate is the determining factor. That if you have no Federal 
program at a reasonable rate you will not necessarily have any private 
program. I mean it does not follow that if you abolish this or in- 
crease the rate that you will then have private participation, does it? 

Dr. Meck. That is correct, yes. 

Senator Futsrient. Do you think it does? 

Dr. Meck. You would get the public institutions which can sell 
bond issues with the Federal tax-exempt privilege that I sup 
would go ahead and finance. Some of them might be marginal, But 


that is the only place there would be a difference I think. 

Senator Futsricut. My attention was called within the last day 
or 2 to an Illinois toll road bond, tax-exempt, carrying a 334 percent 
coupon, selling at 9614, nearly 4 percent. 

Dr. Meck. It is almost 4 percent on that. That is a 40-year bond. 
They just brought it out recently. The toll roads are well analyzed 
in investment circles, well understood—much more understood than 


college housing bonds. 

Senator Futsrieut. Nearly 4 percent. 

Dr. Meck. Yes. 

Senator Funsrient. Could you finance your dormitories at 4 per- 
cent? Can you build them? 

Dr. Meck. We do not have the privilege of the interest being exempt 
from Federal income tax. I should think the best we could do aight 
be—well, we do have a savings bank situation in New England, which 
I imagine Senator Payne is familiar with, and we could probably 
finance close to that through the savings banks. I do not think that 
is true generally. 

Senator Futerient. I did not make myself clear. Here is a tax- 
exempt that has to pay nearly 4 percent. Even if you could obtain 
4 percent, as I understand it, it is pretty high for this type of invest- 
ment. 

Dr. Meck. It is very high. 

Senator Fursricut. The testimony last year was that the reason 
they had not used the funds available was because at that time the 
interest rate was too high. Do you remember that? 

Dr. Meck. Yes, 

Senator Fusrieut. The fact is that today the interest rate is higher 
than it was a year ago, is it not? That is, the tax-exempts are having 
to pay more? 

Dr. Meck. Yes. 

Senator Futerient. If that is true, I assume the private institu- 
tions would have a similar relation. 

Dr. Mecx. There would be less possibility of financing. 
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Senator FutsrticHt. They would pay still higher, too. 

Dr. Meck. That is correct. 3 E | 

Senator Payne. If the Senator would yield, if the Senator will 
refer to that table, that list of institutions, he will find that when the 
Federal rate was a little higher than it is at the present time, appar- 
enly—and, after all, I am going on nothing except what the record 
isthe record is that there was greater participation by private 
sources. And since the Federal rate was reduced there has been less 
participation by private sources. a 

Senator Fu.srienr. It seems to me it is clear that they had no 
place else to go. They were forced out, there being no Federal 
program. : 

Dr. Meck. There might be other factors. 

Senator Fursricut. They had to go there or not at all. I notice 
here some of them paying, particularly in my State, the Arkansas 
Polytechnic College, 3.40. That is tax-exempt, yet that is pretty high 
interest. That was in 1954. They had no place else to go, and, of 
course, they had to use that program. 

Some of these, of course, are forced out I suppose to keep in business 
to build some of these buildings, but they built as few as they possibly 
could. 

T think here again it is a question: Do we want educated people 
or not? If we don’t want them, we don’t have to have a program. We 
can let them grow up illiterate. We have that choice. 

Senator Payne. f don’t think we are going to let them grow up 
illiterate. 

Senator Fursrient. We are letting them grow up illiterate. 

Senator Payne. I think our institutions of higher learning have 
done a remarkable job over the years. I wish I had had the privilege 
of going to the Amos Tuck School of Business Administration. I had 
a scholarship for the following ‘year, but I happened to be a fellow in 
pretty low cireumstances and I couldn’t wait a year so I had to go 
somewhere else. 

Senator Fuierienr. You were one of those to whom $12 or $25 a 
year could have made a lot of difference. If you could have gotten 
a cheap room, which this provides, you might well have gone up 
there. But it was too high. 

Senator Payne. Let me say my education has been slightly neg- 
lected as a result of it. 

Senator Fursrient. I say , have done a remarkable job with 
what they have had to do with. But we have devoted in this country 
a shamefully small percentage of our actual income for education. 
This is one small segment in which we could do some good. 

The one argument that impressed me—at least they enforced it very 
heavily—is that this oe: is so big that the Government is not 

‘going to do it. That by meddling in it in this little way we disturb 
the private market and we would be better off if we put the interest 
rate on up and then that would bring in the private people. That I 
think may be an oversimplification of the attitude of the HHFA 
people. They assert this is not big enough; that if the Federal Gov- 
ernment could take care of it, the whole thing, it might be well to 
have 2.75 interest, but that it is just enough to muddy the water and | 
to diseourage private enterprise, and that as soon as it is taken up they 
are left high and dry. What is the answer to that ? 
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Dr. Meck. I think one of the witnesses following me is going to 
have some testimony directly on that, Senator. But to come back to 
Senator Payne’s question earlier, I think the Federal method will 
simply be one of the methods which will be used. President Perkins, 
of the University of Delaware, I believe has some examples of other 
types of financing being used currently. 

Senator Paynez. There is no question—if I may be permitted ? 

Senator Funsrieut. Oh, certainly. 

Senator Payne. There is no question that this Federal program as 
such has done an awful lot to educate private investors to the fact 
that this type of construction is good business and has been a very 
realistic approach, just exactly the same as many other types of 
enterprise they have gone into? 

Dr. Meck. Absolutely. And particularly 

Senator Payne. It isa good business proposition. 

Dr. Meck. Particularly, Senator, on getting the amortization period 
out to a more reasonable figure. Certainly that is why it is out to 30 
years on private financing. I think it will get out to 40 years as we 
get more experience. We have the toll roads, and they are all out to 
40 years now. I think we ought to get this in the private bond issues 
the same way. 

Senator Payne. It has done an awful lot to encourage people or to 
educate them to take a second look. For too many years in the past 
people on the outside have always said, “Well, anything to do with 
an educational institution, you’d better take a third look at that sort 
of a proposition, because that deals in theory and deals in a lot of 
other things, and I don’t think probably we want to get our money 
mixed up in there.” 

But I think the appreciation has been very much different in recent 
years, and I think this program itself has done a lot to show that it 
is sound. It is a question of hitting upon a rate. here that, yes, the 
Federal Government can help to implement and private enterprise 
aes up or private sources pick up and try to carry as much of the 

urden as they can—not the burden but as much of the load as they 
can to encourage this type of construction. 

Dr. Mecx. Senator, if I might just reiterate, on Senator Payne’s 
point, on this question of the pending applications which were filed 
under the 234-percent rate, I think that is very important, because of 
the confusion that is going to result if the interest rate is changed 
precipitately while the application is pending. The ean end 
Home Finance Agency has introduced the amendment to do 

Senator Payne. That is good faith; isn’t it? 

Dr. Mecx. Yes; I think it is. 

Senator Sparkman. Doctor, you do feel that this program is 
needed? Generally throughout the country I mean? 

Dr. Meck. Oh, absolutely, yes. If you look at the surveys as to 
what the college population is going to be and you read what the 
Russians are doing, we certainly have to educate more people, and 
we have to educate more of them at higher levels. No doubt about it. 

Senator Sparkman. Senator Fulbright asked you some questions 
bearing upon just what this would mean with reference to the cost 
per student in school. Unfortunately, I was not able to be present 
when the testimony was taken last’ year on the amendments, but I 
remember back in 1950, was it not, the original act——- 
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Dr. Meck. It was about that time. It has been about 5 years. 

Senator Sparkman. April 20, 1950. I was the author of the orig- 
inal bill. 

Dr. Mecx. I remember. 

Senator Sparxkman. The way I introduced it originally, I pro- 
vided a 214-percent rate of interest, but when it finally came through 
it carried that formula which was in the original bill. But I recall 
a great deal of testimony we had before our committee then. I re- 
member we were just exploring this situation then. It was a new 
adventure of this kind. I remember that that was the most impor- 
tant factor in the consideration—whether or not a college wean) be 
able to build dormitory space and provide for its students at a 
charge that the average student could afford to pay. 

My recollection is that at the private rates, the rate they were able 
to get from private sources at the time, many of our schools in this 
country simply were not able to build the dormitory space and make 
it available to students at a price that would justify it. Do you think 
that was generally true or may be even today? 

Dr. Meck. Oh, yes. 

Senator SpaRKMAN. That the need is apparent just the same? 

Dr. Meck. Oh, yes. In our own case af Dartmouth College, I can 
project this $1,500,000 loan, what the room rents are going to be 
there, and I am sure the same thing is happening in other institu- 
tions. It simply means raising the rates in order to carry the loan. 
We also have to pledge revenues from existing dormitories to carry 
the loan as well. 

Senator Sparkman. By the way, I want to go back to the original 
act. Something has been said about it not being used. Of course, it 
was held up almost immediately by the Korean war, and only small 
amounts were made available. Yet up to the time of the amendments 
last year nearly $100 million, something over $90 million, had been 
drawn out of the original $300 million that had been provided. 

Senator Futsrienr. If the Senator will yield, the point I was mak- 
ing is that the reason it all had not been used was the interest rate was 
too high. That was the objection they made. 

Senator SparkMAN. Yes; that plus the fact that it had been cut 
down by the Korean war and really was not released until well up 
into—— 

Dr. Mrox. 1954. 

Senator SparkMAn. 1953 I believe. 

Dr. Meck. Or 1953. There is also the point that about 1950 the post- 
World War IT bulge was sliding off. ere was a gap. Now we are 
entering into a new bulge which is going to get even greater. 

Senator Sparkman. That is true. By the way, the testimony of 
some of the officials before us—— ; 

Senator Futsrient. Could we get the record straight? I think 
in 1954, you see, they raised the interest rate. 

Senator Sparkman. I know, under that formula. 

Senator Futsrienr. When the rate went up, then is when the appli- 
cations and the use of it went down. That is what the testimony last 
year I think, will show. ’ 

Senator Sparkman. No, here are the figures that were actually dis- 
bursed. 1951, which is the first year, it was $85,000. In 1952, $5,339,- . 
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000. In 1953, $23,498,000. In 1954, $36,605,000... Now, 1955, $26,- 
546,000. 

That does show the decrease, and that was the result of the increase 
of the interest rate. 

Senator Futsricut. That is what I meant. 

Senator Sparkman. That is right. 

Senator Fu.srieut. I recall asking someone why they did not. use 
the money, and they said, “Well, they increased the interest rate so 
high that it made it impractical for many of the schools to use it,” 

Senator Sparkman. Of course, under the formula that was worked 
out in that first bill it was made flexible so as to invite private funds 
in. We did not know then that hard-money policies were going to be 
imposed and that the interest rates were going to be raised so dras- 
tically. 

Doctor, I notice you said you were building faculty housing out of 
funds from your endowment. Is that right? 

Dr, Meck. Yes. 

Senator SparkMAN. To what extent do you use your endowment or 
any other trust funds that you have, pension funds, retirement funds, 
or whatever they may be, for college housing? 

Dr. Meck. We have done it historically since 1900. We have in- 
vested our own endowment funds in dormitories. 

Senator Sparkman. All your endowment funds? 

Dr. Meck. Oh, no. Just a portion. We have enough wholly un- 
restricted funds—that is, unrestricted as to principal as well as in- 
come—that we think we are free from any charge of misfeasance as 
trustees in so doing. 

Senator SparkMAN. You do not buy any mortgages with them, do 
you’ Home mortgages? 

Dr. Meck. Just local mortgages. 

Senator Sparkman. Local mortgages? 

Dr. Meck. Local only, yes. 

Senator SparKMAN. One reason I was asking you that question was 
because we are trying to explore every possible way we can of getting 
pension funds to become interested in the home mortgage field. We 
think it is a very good field for them to invest part of their funds in, 
and it would be a very good field for us to get some funds to support 
this tremendous home-building program in this country. 

Doctor, you advocate increasing it by $100 million? Yow would 
rather do that than just not to toueh it at all? You think the revolv- 
ing fund really should be increased by $100 million? 

Ir. Meck. Yes. Of course, as I said, if the interest rate is put up 
to 314 pereent I do not think it will make much difference. 

Senator Sparkman. I ask you your preference just between that. one 
amendment or not touching it at all. 

Dr. Meck. Yes; we ian be definitely in favor of that. 


Senator SpaRKMAN. By the way, one of the officials from the execu- 
tive Gupartanent testifying on this matter said that the applications 


were piling in. Ihave forgotten what figure he gave or to what extent, 
but he indicated that there just was not going to be enough money to 
take care of all of them. at is your thought on that? 

Dr. Meck. I think if the interest rate is let alone that. in time there 
will be a shortage of funds and we may have to come back here for 
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more, except that, as I said to Senator Fulbright, there will be other 
means of Seapine used which will relieve it to some extent. 

Senator Futsricut. Is there any practical way you think we might 
ration this money for the institutions? Have you ever explored that? 

Dr. Meck. We have talked a lot about it. 

Senator SPARKMAN. A system of priorities. 

Dr. Meck. We have talked about it. Undoubtedly something may 
be done—if I may express a personal view, because I cannot speak for 
the American council on this point. There is provision in the present 
bill that goes beyond dormitories and dining facilities which includes 
other types of facilities. The real problem here is to house and feed 
the students. That is the first priority. If there is a need for ration- 
ing, that is one place where a cutback could come. It would be un- 
desirable but it would do the least harm of any place. 

Senator SparKMAN. Under the Hill-Burton Act, you know, a system 
of priorities is set up on hospitals, clinics, and so forth. 

Dr. Meck. I am not familiar with the priority system there. I just 
knew there was one. 

Senator Funsrient. I suggest you give some thought to that: If we 
are confronted with a limited amount of money, that maybe people 
in the educational field could be of some help to the committee on any 
form of priority. 

Dr. Mecx. We would be glad to. 

Senator SparKMAN. I would certainly recommend you consider the 
operation of the Hill-Burton funds. 

Dr. Mecx. Thank you very much. 

Senator SPaRKMAN. I think that is operating quite successfully, and 
it ison a priority basis. 

Senator Payne. It works through a State advisory committee. 

Senator SparKMAN. Yes; within the State. 

Senator Paynz. That is right. 

Senator Sparkman. So much is allocated. 

Senator Payne. They determine the greatest need and that is where 
the emphasis is given. 

Senator Sparkman. They set priorities—A, B, C, D, EB, F. 

Senator Payne. It is very, very successful. 

Senator Sparkman. Yes. I like very much your suggestion that 
we not tamper further with this until we know more about its opera- 
tion, because it has only had a few months since the amendments 
were——— 

Dr. Mecx. Very short to turn around and change it again. That 
would contribute to the confusion. We have this study. We have the 
man to head it up—Dean Weimer. And we are ready to go. 

Senator Sparkman. I think it would be very fine, and the commit- 
tee would welcome any information you could pass on to us. 

Thank you very much, Doctor. 

Dr. Mecx. Thank you, gentlemen. 

Senator Sparmman. Mr. John A. Perkins. Mr. Perkins, we are 
glad to have you with us. Proceed in your own way. 


75333—56——-34 
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STATEMENT OF JOHN A. PERKINS, ON BEHALF OF THE AMERICAN 


ASSOCIATION OF LAND-GRANT COLLEGES AND STATE UNIVER. 
SITIES 


Mr. Perkins. Thank you, Mr. Chairman and members of the com- 
mittee. 

I am from the University of Delaware at Newark, Del.; and my 
testimony here is presented on behalf of the American Association of 
Land-Grant Colleges and State Universities. 

This association includes 72 colleges and universities located in 
every State, in Alaska, Hawaii, and Puerto Rico. 

I shall present the position of the Association of Land-Grand Col- 
leges and States Universities on changes in the college housing loan 
program as proposed in S. 3302. 

The position that I shall state is based on action taken by the Land- 
Grant College Association at its most recent annual convention this 
past November. 

Briefly, our association urges that the present loan authorization 
for the college housing loan program be expanded from $500 million 
to $600 million and that no other changes be made in the law at this 
time. The $100 million is the minimum needed, we believe, to take 
care of applications pending or which will be made prior to the next 
session ae Congress. And, I should add, if the interest rate is not 
changed. 

We believe that no factual evidence now exists to justify a change 
in the interest rate on the program. We are glad to cooperate in any 
study and specifically in the study definitely scheduled by the Ameri- 
can Council on Education that Dr. Meck mentioned, thereby to deter- 
mine the facts. 

Let me cite an example of the need for further facts on how college 
housing construction is being financed right now. In testimony, Com- 
missioner Hazeltine of the Community Facilities service stated that 
“with respect to loans under the Housing Agency college housing pro- 
gram, there has been no private participation at all since the 1955 
amendments.” Well, out of my personal experience I will state that, 
as an interjection here, this is not the case. 

The entire burden of the college dormitory financing p m is 
not falling on the Federal Government through this particular pro- 
vision of the Housing Act. For instance, in my own institution we 
have had several million dollars worth of housing that has been built 
with State appropriations since this act was first passed.. At the cur- 
rent time we faiee a program projected of better than $4 million, of 
which part, only 45 percent, is going to be presented for a loan under 
this particular act. 

This program of ours of some $4 million represents a million and a 
half of an appropriation again by the Delaware Legislature, all of 
which bonds are sold privately, and it also represents endowment 
money of our own to the extent of $738,000. And the remaining 
$1,854,000 we will at least offer to the Housing y, and through 
this act it may either go to private investors or to taken from this 
$500 million now available. 

We should say, too, that there are other illustrations. Commis- 
sioner Hazeltine apparently was referring only to loan applications 
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fully processed through his agency on which bonds had been offered 
wr public sale. 

, | 1e Oregon State system of higher education has withdrawn re- 

cently a Federal application for a loan of $5 million to finance dormi- 

tories at four State institutions, and Oregon expects to sell these bonds 

to private investors at a rate less than the Federal rate under the 

college housing loan eee 

The University of Nebraska has sold dormitory bonds in the amount 
of $3,375,000 to a private bond house at an interest rate well above the 
Federal loan rate. a 

The University of Idaho has withdrawn a Federal application and 
sold $2 million in dormitory bonds to the State pension fund. 

Three Minnesota teachers’ colleges have withdrawn eo 
totaling $2,315,000 and sold bonds to the State pension fun 

These three instances involve some $12,690,000 in non-Federal 
financing in public universities since the college housing loan amend- 
ments were passed last summer. 

From our friends in the Association of American Colleges we learn 
of a recent gift to Amherst College of $300,000 to finance comfortable 
housing at modest cost for young, married faculty members. Wash- 
ington College, at Chestertown, Md., dedicated this last autumn a 
$400,000 dormitory built entirely without bond financing. Stevens 
Institute of Technology recently started construction of a $250,000 
dormitory built with a foundation gift. And I have ee men- 
tioned our own experience in Delaware where we built a good many 
dormitories with gifts and with State appropriations and from endow- 
ment income. 

These are a few examples which have come to my attention without 
making any survey of the situation at all. They seem to show clearly 
that the impression that the present Federal interest rate on college 
housing loans has dried up all other sources of college dormitory con- 
struction funds is wrong and that we need to determine what the facts 
actually are through a more thorough study as suggested by the Ameri- 
can council. 

Commissioner Hazeltine also took the position that public colleges, 
whose bond obligations are tax exempt and thus command a somewhat 
more favorable interest rate than those of nonpublic colleges, “should 
obtain their funds from private sources.” I regret this argument was 
advanced. It seems to imply that public universities are less public 
in relation to the Federal Government and its resources than nonpublic 
universities and that the proposed interest rate was determined by a 
Sear eliminate public universities from the program as far as 
possible. 

I should interject here a personal word. In many States the author- 
ization of the universities by the legislature to issue bonds is for 
revenue bonds and does not give them the privilege of issuing general 
obligation bonds upon the full faith and credit of the State, so in re- 
spect to these loans many public institutions are on exactly the same 
basis as are private ones. 

Mr, Chairman, it will not help the private colleges and universities 
of this country to raise interest rates on their loans in order to keep 
the public colleges from Be loans too. Nor will it help to solve 
the equally pressing problems of the public colleges to raise the interest 


rate solely to make them borrow money elsewhere. Some large insti- 
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tutions, both public and private, have made large applications for 
loans, which is to be expected. But there is no evidence that these 
large applications are out of proportion to need or present any threat 
to the aelity of small applicants to get loans. 

I would add, being oo a fairly small institution, that the small 
institutions have the greatest difficulty perhaps in financing housing 
whether through public or private sources simply owing to the fact 
that when you get volume in any sort of thing you usually can get a 
better price, you can earn more on your investment, if it is in dormitory 
or food services, and a change in interest rate would make new housing 
very difficult to finance in the smaller institutions. And it is to these 
institutions that we must look especially for the absorption of the 
great increase which is in the offing in college enrollments. 

We want a situation in which all colleges and universities can build 
housing at rates which students can reasonably pay, which will amor- 
tize the loans, and, with these considerations foremost then, cause the 
least impact on the Federal budget and Treasury. 

I might add in respect to this we find that even with subsidization of 
dormitories we are now projecting by State appropriations and by 
our own resources as a university, we are still going to have to increase 
our room rent by approximately 19 percent. That is at the present 
interest rate. 

We are in a very high-cost area so far as building is concerned, and 
that may not be a universal situation, but again I am interjecting out 
of my own immediate experience with this particular program. 

I certainly want to emphasize that we stand solidly with our col- 
leagues representing the privately supported colleges and universities 
and their need in this particular legislation. 

I intend no criticism either of Commissioner Hazeltine or his staff. 
They are fine and able men and sincerely devoted to the program and 
are working very cooperatively with many institutions. We welcome 
their coming forward with the recommendation that no ch in 
interest rate be made as to applications pending as of March 20 of this 
year and that the loan funds be increased to care for prospective de- 
mands in the next few months, 

Mr. Chairman, there seems to be an Lmpsean on in some quarters that 
there is no present housing crisis in colleges and universities. The 
Commission on Organization of the Executive Branch of the Govern- 
ment described the college housing loan program as intended to help 
house World War II veterans who are no yr in college in sub- 
stantial numbers. 

The Congress did pass amendments to the Lanham Act to help take 
care of the enrollment crisis corners World War ITI veteran period. 
It gave help in moving wartime defense and armed services temporary 
housing to college campuses as living quarters and classrooms for 
veteran students. It was a great help. A great deal of it is still in 
use on college campuses 11 years after the end of World War II. 

I have some pictures here, which might be of some interest to you. 
They represent the housing situation on many college campuses at the 
present time, in different States in the United States. 

Again, in my own institution, we are only now about to tear down 
so-called temporary dormitories brought on our campus after World 
WarI. They have been there for 40 years. When we will get rid of 
our World War IT housing I don’t know. 
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Senator SparkMAN. That is what the Government is doing right 
here in Washington. 

Mr. Perxrns. Actually, our World War I dormitories are better 
looking than the World War II ones. I think perhaps they built 
better: 40 years ago than wedo now. 

The facilities, at any rate, that represent temporary housing are 
vetting to be very ramshackle. It seems we can’t keep students in them 
much onger and hold them together. And the maintenance costs on 
them become exceedingly high as they deteriorate. 

It is almost a cliché m the American language to talk about the rising 
tide in American college enrollments, but the enrollments are going up 
about 1 percent a year and have for some years, now, even though we 
are at the low birthrate period so far as those youngsters reaching 18 
years of age and coming on to college are concerned. They represent 
those born in the thirties, you see. 

It will only be a couple of years, however—actually these buildings 
we are planning to finance at the institution that I represent, person- 
ally, will be built and occupied about the time those youngsters who 
represent the rising birthrate of the early forties are presenting 
themselves as freshmen on our campus. So we are fast approaching a 
desperate situation in relation to college housing. 

Senator SparKMAN. That is supposed to reach a peak about 1962? 

Mr. Perxins. 1965 to 1970. By 1970 it is anticipated that we will 
have had a 70 to 100 percent increase in our college age population. 

Senator SparkMAN. Over present numbers? 

Mr. Perkins. Over present numbers. So it is just fantastic, when 
you consider what we are confronting. At the same time, I think it is 
the greatest hope of the country that we are confronting that situation. 

I was reading just the other day Senator Benton’s article that he 
wrote for the current yearbook for the Britannica, after returning 
from Russia after a considerable study he made in higher education 
under circumstances and limitations which need no going into, but 
at any rate he reports there that they have at the present time double 
the college ancollaaat that we have in this country or I should cor- 
rect that to say double the enrollment in institutions of higher learn- 
ing beyond high school, whether directly comparable to our colleges 
or not. 

This temporary housing is in use because college enrollments today 
are substantially higher then they were during the veteran bulge after 
World War IT and the rate of increase is exceeding the estimates. 

It is in use also because for a period of nearly 12 years from the 
beginning of World War II to the end of the Korean war, colleges and 
universities had little opportunity to build permanent construction. 
Building was, of course, suspended during World War II. After the 


war most of the funds that the universities had went into temporar 
housing and classrooms to meet veterans needs and provide the facit- 
ities for these temporary buildings that were brought onto our 
campuses, 

The Korean war mee about sharp curtailment of the college 


housing loan program and sharp restrictions on building materials and 
so on, So that very little time has actually existed for us to build under 
this or any other , and bring our facilities abreast of this 
rising enrollment that has been going on actually since 1939. 

Colleges have had only about 3 years since 1940 to devote major 
attention to permanent building. Meanwhile, their enrollments have 
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gone up more than 80 percent since 1939. The increase has been 
76.3 percent in degree-granting private colleges, 80.9 percent in degree- 
granting public colleges. . Incidentally, it meludes right now nearly 
400,000 Korean war veterans. Faculties have increased proportion- 
ally tostudents. Married students are a permanent part of the campus 
scene, 

I have said enough to indicate the need is real and now. I repeat 
that we do not have and badly need facts about college housing financ- 
ing, the effects of changes in interest rate on the ability of students 
to pay and of colleges to amortize, and the amount of non-Federal 
financing that is going on and can be expected to go on under varying 
conditions, 

Any estimates made now as to the probable amount of Federal 
financing involved at the present interest rate are bound to be guesses. 
Substantive changes in the program should not be considered until 
we get the facts. 

Senator Sparkman. Thank you, Doctor. 

Any questions, Senator Payne? 

Senator Frear, have you any questions? 

Senator Frear. I would like to say that I have some very fond 
recollections of those temporary housing units of World War [ up at 
the University of Delaware. 

Mr. Perxrys. You won’t feel badly if they are torn down? 

Senator Frear. I don’t believe I would feel too badly providing we 
can get something that is much better. 

Doctor, in some of our talks and communications, you have expressed 
some concern regarding the ability of public schools, especially land- 
grant colleges and State universities, to post adequate collateral for 
Government loans. 

Have you had anything recently that would reduce your, well, skep- 
ticism about. the subject? 

Mr. Perxuys. I am speaking personally about it and not for the 
Land Grant College Association, but I have had the feeling that the 
law as written, providing very indefinitely for security for these loans 
and leaving it to the administration, has tended to bring about a vari- 
ation in the expectation on the part of the commissioner and his staff 
in the various regions as to what should be put up as collateral for 
the loans. Some State universities have been able to get loans. I 
found this so at the University of Illinois, the University of Missouri, 
and others—without putting up any collateral except the revenue 
from the buildings being built, 

Others, private institutions, particularly, or institutions which are 
public with some endowment or other resources which they could 
pledge as collateral, have been expected to pledge that. In other 
words, there is a considerable unevenness it would appar in what col- 
lateral was expected for these bonds. 

Senator Frear. Certainly I.wouldn’t want to place you on the spot 
and have you answer any questions that might jeo ize your appli- 
cation as far as the University of Delaware is concerned, but have you 
any reason why some of the universities have been able to secure grants 
with limited collateral, whereas certain regional offices are requesting 
a different type of collateral ? 


Mr. Perxins. For example, in certain areas where this type of 
financing has been carried on for some years, Payot there is a 


greater familiarity even within the regional office of the ‘A, with 
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this type of thing, than there is in other regions. I think this type of 
housing and financing got underway in the Midwest very early. I 
found that the second regional office seems not to be familiar with the 
program and policy develo in relation to public institutions in 
other areas of the United States. They have had almost no experi- 
ence in loaning to the State universities on the eastern seaboard. 

Senator Frear. Has it appeared to you that the regional office can 
set the terms on which a loan may be made? 

Mr. Perxtns. I can’t quote the exact wording of the act, but under 
the act the discretion regarding collateral is left, I believe, with the 
Commissioner. 

Senator SparKkMAN. It might be well to quote that for the record 
at this time: 

A loan to an educational institution may be in an amount not exceeding the 
total development cost of the facility as determined by the Administrator, shall 
be secured in such manner and be repaid within such period, not exceeding 50 
years, as may be determined by him. 

Senator Frear. I gather from that, Doctor, and Mr. Chairman, 
that if the term set by the region, or the agency of the Administrator 
at_ some regional level may have the effect of placing a severe burden 
on the borrowing institution, that there is some appeal that may go to 
the Administrator, for action. Am J correct in that? 

Senator SparKMAN. Yes; that certainly would be true in every case. 
Even though it is left to the Administrator’s discretion, naturally it 
was the intent of Congress that there be a fair degree of uniformity. 
I construe it to be necessary to have some flexibility in it because of 
varying laws and varying conditions prevailing in the different States. 

Senator Frear. Well, that is certainly true. I don’t think the leg- 
islatures of certain States would permit the issuance of collateral in 
some institutions. It may be a little more lenient in certain States. 

Senator Sparkman. Under the Constitution they would not be able 
to pledge the full faith and credit of the institution. 

Senator Frear. That is true. Then according to the legislative in- 
tent, at least, the Administrator takes that into cognizance. 

Senator SparKMAN. As far as he can he is certainly expected to 
make it uniform. 

Senator Frrar. Is it your impression, Mr. Chairman, that the in- 
tent of Congress is that the Administrator be empowered with that 
authority because, due to the need of facilities by both private and 
public institutions throughout our country they should be granted the 
assistance of this act, as far as possible ? 

Senator Sparkman. Yes; and I think he is given discretion because 
of the necessity of meeting different conditions in different States. 

Senator Frear. As one member of this committee, I have sympathy 
for the need at one particulr State institution. 

Mr. Perkins. That is very heartening indeed. 

Senator Frear. I am sure we have the support of many members of 
the committee. 

Senator SparkMAN. Thank you, Doctor, 

At this point in the reeedt am going to insert a table taken from 
the compliation by the Housing and Home Finance Agency for March 
1956, a table showing the status of funds and lending activity under 
the — housing loan program. I think it will be helpful for the 
record. 


(The table referred to follows :) 
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Senator Sparkman. Also, I am goi Bg to insert a letter received from 
Senator Wayne Morse, with some half dozen supporting letters from 


the heads of institutions in the State of Oregon, in behalf of this 
legislative program. 


(The material referred to follows :) 


Untrep. States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
March 26, 1956. 
Hon. JoHN SPARKMAN, 
Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 


My Dear Senator: I am greatly concerned about the testimony which was 
given last week by Commissioner John C. Hazeltine, Community Facilities 
Commissioner, concerning the provisions in 8. 3302 which affect college housing. 

It is quite clear to me from the Commissioner’s statement that “a flood of 
applications was received for 100 percent Federal loans and is still-continuing,” 
that this program has been a great success and that it should be continued in its 
present form. It is my hope that the subcommittee will reject the administra- 
tion’s request for an increase in interest rate, which would have a very detri- 
mental effect on this successful program. 

In support of continuing the present interest rate, I respectfully submit the 
enclosed communications from colleges in the State of Oregon which would be 
greatly affected should any change take place. You will note that an increase 
in interest rate would immediately be reflected in an increase in monthly rental 
to the students. Since the basic principle of this program would thereby be 
destroyed, it is my hope that the subcommitee will recommend a continuation of 
this program as it was envisaged. 

There has been growing recognition of the educational crisis that exists 
throughout the country. That crisis is not limited to primary and secondary 
schools, but extends also to colleges and universities which operate with private 
funds. To add to the burdens of these institutions would be a step backward 
at the very time that no effort should be spared to increase the availability and 
quality of education to the young people of our Nation. 

With kindest regards, 

Sincerely, 
Wayne Morse. 


LINFIELD Oo 
McMinnville, Oreg., March 2 4956. 
Hon. WAYNE Morse, 
Senae Office Building, 
Washington, D. C. 


Dear WayYNE: I received your telegram relative to housing bill 8. 3302. It has 
been expected that there might be some increase in the interest rate though 
I daresay no college president has expected it to increase as much as 3\% percent. 

From the point of view of Linfield, should it go to 3% percent I imagine that 
we would finance it locally in order to avoid Federal redtape, though we would 
have to pay a slight fraction increase in interest and even though the term of 
years would be somewhat less than the Government loan. 

Most of us in church-related colleges would prefer not to have a subsidy from 
Government so if 34% percent is the average interest rate on Government securi- 
ties then I suppose it will have to stand. 

I note that the date suggested for the change might be March 26. My pre- 
liminary application was filed in early March. As you know, it takes many 
weeks to clear Seattle, then San Francisco, and then Washington, so I am 
hopeful that the March 26 date means the preliminary application rather than 
the final award or even of the second more formal application. Since there are 
so many colleges that have filed their preliminaries I would hope that you might 
provide in the new bill for the date to permit the preliminary. 

I ran into some tough sledding for a while in Seattle because Linfield builds 
all its own buildings, as you well know. We save from 10 to 15 percent. The 
Government authorities in Seattle were reluctant to consider a force account. 
I told them very frankly I would solicit your aid if we clear Seattle and San 
Francisco. They were in hearty accord with the use of your generous services 
but I shall be making contact with you as soon as we know about the clearance 
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in San Francisco. If we don’t clear San Francisco, I will still come to you for 
aid since I feel the long history of 20 or more buildings should be considered. 
It seems to me that the Government should recognize the value of a college 
trying to save money and our record will show we have saved plenty. In our 
new Riley student center just completed we saved $35,000 over the closest bid 
re had on it. 

"The pest of good wishes to you and many thanks for your help. 

Sincerely yours, 
. Harry L. Driu1n, President. 


Pacirro UNIVERSITY, 
Forest Grove, Oreg., March 21, 1956. 
Hon. WAYNE Morse, 
United States Senate, 
Washington, D. C. 

DeAR SENATOR Morse: My thanks for your telegram received today concerning 
the proposed increase in the interest rate from 2% percent to approximately 
314 percent for college housing loans under title 4, Housing Act of 1950. We 
are very much interested in the college housing bill because we have just recently 
filed with the regional office in Seattle of the Housing and Home Finance Agency 
an application for a loan of $550,000 to cover.a projected new women’s dormi- 
tory, together with rehabilitation and remodeling of our existing dining facilities 
in McCormick Hall. Our application was received in the Seattle regional office 
on March 13, and I sincerely hope that the deadline of March 26, suggested by 
Commissioner Hazeltine, will not apply to our application when it reaches the 
Washington office for review. As I understand it, the regional office processes 
the application first and ultimately submits it to the Washington office. Do 
you suppose that since our application will probably not be forwarded to the 
Washington office until after March 26 this would mean that ours will be proc- 
essed under the proposed new rate, if it is approved? This would be a serious 
problem from our point of view because the amortization payments on the loan 
even under the present rate will pose quite a number of problems for us. I am 
assuming that the initial date of our filing of our application with the regional 
office will govern and that, in that case, our application would be processed 
under the current rate, but I would very much appreciate your opinion on this 
matter. 

It is also entirely likely that within the next few years, we shall need to make 
another application for a housing loan to provide additional housing for men 
students by remodeling and.rehabilitation in ‘Mé¢Cormick Hall, our current men’s 
dormitory. Hence, we would be very much affected. by an increased interest 
rate at that time. As I see it now there is no question but that an increase in 
the interest rate would necessitate an increase in housing costs to students on 
our part. 

In view of the tremendous expansion of housing facilities which is going to 
be necessary, particularly in the Pacific Northwest, to meet the rising tide of 
college enrollments, I think it would be extremely unwise for the Congress to 
increase the interest rate at this time and I hope that you will use all of your 
influence to prevent such from occurring. I very much appreciate your interest 
and I shall be glad to give you any further information that may be helpful. 
Every good personal wish. 

Cordially yours, 
CuHartes J. ArmMstRONG, President. 


Reep CoLiEce, 
Portland, Oreg., March 21, 1956. 
Hon. WAYNE Morse, 
Senator from Oregon, 
United States Senate Building, 
Washington, D. 0. 


Deak SENATOR Morse: I greatly appreciate your thoughtfulness in sending us 
a teletype message concerning the housing bill S. 3302. It seems to me that it 
would be unfortunate to inerease the interest rate as proposed in the bill because 
our colleges and universities, particularly those which are not tax supported, are 
already having a severe financial struggle, and, further, because added difficulties 
in providing new housing will interfere to some extent with the effort of the 





528 HOUSING AMENDMENTS OF 1956 


colleges to take care of the prospective added load of instruction. The need for 
expanded opportunities for college study is so great as almost to constitute q 
national emergency in the near future. 

As far as Reed College is concerned the impact of the suggested increase jp 
interest rate would not be very large. We have fortunately constructed two new 
dormitories in recent years and are considering the construction of another, to 
cost somewhere in the neighborhood of $300,000. Some weeks ago we filed a 
preliminary application to have the necessary funds reserved, but we have not 
yet filed a formal and final application, which is, I assume, the type of applica- 
tion referred to by Commissioner Hazeltine; and there is no possibility that we 
could file such an application before March 26. If we decide to go ahead with 
the construction of a third dormitory, the increased annual interest would 
initially be somewhere around $1,100—not a severe burden but just one more load 
item. If the cost were spread over the total dormitory population of 450 students, 
the extra cost per student would no be appreciable. 

Notwithstanding the relative smallness of the added expense to Reed College, 
I really do think that, at a time when every effort is being made nationally to 
take care of the great flood of students that will reach the colleges within the 
nex few years, it would be constructive statesmanship for the Nation to provide 
housing loans at as low an interest rate as is feasible. 

Sincerely yours, 
FRANK L. GRIFFIN, President. 


UNIVERSITY OF OREGON, 
Bugene, Oreg., March 22, 1956. 
Hon. Wayne L. Morse, 
United States Senator, 
Washington, D. C. 


Dear WAYNE: Thank you for your wire relative to housing bill S. 3302. In 
President Wilson’s absence from the State I shall seek to reply. 

After conferring with H. A. Bork, comptroller of the system, I can say that 
we do not propose to borrow under the present Federal college housing loans. 
We did make preliminary application, but feel that since Oregon State bonds 
have recently been raised in rating from A to AA, we shall be able to sell general 
obligation bonds at a rate not to exceed 2% percent. 

Mr. Bork and I have sought to calculate the difference the new rate would 
make if we were financing under it. This might result in an increase of room 
rent to the student of from $1 to $2 per month. This would certainly have 
some influence, but we are not able to guess how great an influence it would 
have on student enrollment—probably not very much. 

Thank you again for your interest. We shall look forward to welcoming you 
to the campus again in the near future. 

With every good wish, 

Sincerely yours, 
Wrirttam C. Jones, 
Dean of Administration. 


OrEGON CoLLece or EpvucatTion, 


Monmouth, Oreg., March 22, 1956. 
Senator Wayne Morse, 


Senate Office Building, 
Washington, D. C. 


Dear SENATOR Morse: This is in reply to your March 21 telegram concerning 
the administration housing bill S. 3302. 

We have been able to borrow needed student housing construction funds under 
existing general obligation bond authorization granted to the State system of 
higher education and do not plan to submit a Federal loan application. 

Since we have been able to borrow housing construction funds under existing 
State authorization at less than 2% percent interest, we have no immediate 
eoncern with the pending legislation. We are, however, keenly interested in 
any Federal legislation which may tend to increase the interest rate of Oregon’s 
general obligation bonds. We hope these interest rates will remain at their 
present fairly low level. 

Thank you for your thoughtful concern for our interests. 

Very sincerely yours, 
R. E. LIEvALLEN, President. 
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UNIVERSITY OF PORTLAND, 
Portland 3, Oreg., March 21, 1956. 
Hon. WAYNE L, MORSE, 
Senate Office Building, 
Washington, D. C. 

Dear SENATOR Morse: We received your telegram informing us of the admin- 
stration housing bill 8. 3302 which recommends an increase in interest rates for 
eollege housing loan under title 4, Housing Act, 1950. We are deeply grateful 
for your genuinely thoughtful and considerate interest in us and our problem. 

We have been planning to apply for additional loans in order to provide for 
the expected increased enrollment that should reach us here in Oregon within the 
next few years. This increased interest rate will certainly have a detrimental 
effect on these plans. 

The only possible way for private institutions such as ours, with little or no 
endowment and no subsidization, to pay off such loans is from the student fees. 
Since fees charged by private institutions are already much greater than those 
charged by public schools, a further increase could do considerable damage to 
the enrollment in private schools. 

I am convinced that you appreciate the role that private schools play in our 
American way of life, and know you will do what you can to assist them in con- 
tinuing to contribute to the well-being of our country. 

Again, my sincerest thanks for your interest, and with kindest personal re- 
gards, I am, 

Cordially yours, 
Rev. Howarp J. Kenna, C. S. C., 
President, University of Portland. 


NEWBERG, OreG., March 22, 1956. 
WAYNE MORSE, 


United States Senate, Washington, D. C.: 
We oppose administration housing bill S. 3302, because increase of interest 


rate would have detrimental effect on our future plans for loans. It would 
increase cost of heusing to students. We have already increased student cost. 
Cannot go higher. Please register our protest. 


Mizo C. Ross, 
President, George Fox College. 


SouTHERN OREGON COLLEGE OF EDUCATION, 


Ashland, Oreg., March 21, 1956. 
Hon. WAYNE Morsg, 


United States Senator, Washington, D. C. 


Dear SENATOR Morse: I regret that the plans call for increasing the interest 
rate for colleeg housing loans under title 4, Housing Act, 1950. 

We had applied under the law earlier this spring and after having been 
granted preliminary consideration we decided to withdraw since in Oregon 
we have the obligation bond program which calls for only 2% percent interest. 
This source is adequate to meet our needs at Southern Oregon College. How- 
ever, the increase in interest rate contemplated at 34% percent would definitely 
increase the cost to students for housing. With our enrollment of 1,000 students 
we would have been limited to a loan of approximately one-half million dollars 
because of the interest and time elements as. they exist under the 2% percent 
interest rate. ; 

I certainly appreciate your contacting us in time so that we could have applied 
under the wire of March 26. Thanks for the good deed. 

Sincerely yours, 


ELmo N. STEvENSON, President. 
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LEWIS AND CLARK COLLEGE, 
Portland 1, Oreg., March 21, 1956 
Hon. WAYNE Morse, 
United States Senate, Washington, D. C. 


Dear Senator Morse: Pursuant to the hearing on 8. 3302 in connection with 
the interest rate for loans to colleges for housing construction by the Housing 
and Home Finance Agency, we hasten to urge that the rate be maintained 
at its present level of 2% percent. 

We have 1 loan in effect on a dormitory for 120 men under the Honsing and 
Home Finance Agency at 3.01 percent. Even with our charges of $105 a semester 
for room rent we are not able to meet the annual repayment on principal and 
payment of inteerst on our 40-year mortgage out of net income. We must seek 
contributions from interested friends to supplement the net-income figure. 
Liberal arts colleges operate their dormitories not just as boarding houses but 
as places for growth of character and scholastic interest. Good resident direc- 
tors are essential to the counseling of young people in their personal growth. 
This devotion to a ‘good all-round education necessarily increases our dormitory 
operating costs. 

Lewis and Clark College has been given preliminary approval for the con- 
struction of a dining room and another dormitory to house 72 women students. 
The total amount of funds reserved for us at 2% percent is $590,000. We urge 
that the interest rate be maintained at this figure which will make possible a 
self-funding program over a 40-year period for these 2 projects. The on-coming 
flood of students in our Western States throws a great burden upon non-tax- 
supported colleges in connection with the erection of adequate housing facilities. 

Thank you for any aid you can give us in presenting this matter to the proper 
authorities. 

Very sincerely, 
MorGan §. Ope t. 


Senator Sparkman. Our next witness is Mr. Henry W. Herzog. 


STATEMENT OF HENRY W. HERZOG, ON BEHALF OF THE 
ASSOCIATION OF AMERICAN COLLEGES 


Mr. Herzoc. Lam — W. Herzog, treasurer of the George Wash- 
s 


ington University in Washington, D. C. 

Senator SparkMAn. It says here American University. 

Mr. Herzog. I am representing my good friend, Dr. Hurst R. An- 
derson, the president of American University in Washington, who was 
unable to be present today because of illness. Dr. Anderson is chair- 
man of the committee on legislation of the Association of American 
Colleges. On his behalf, I should like to present the following testi- 
mony. 

Senator Sparkman. I may say we are sorry that Dr. Anderson is 
ill, but we are delighted to have you in his place. 

Mr. Herzog. Thank you very much and I shall convey your senti- 
ments to him, if I may. 

The Association of American Colleges which is, as you know, the 
national organization of liberal arts colleges, with a membership of 
730 institutions, large and small, public and private, is very _— 
for this opportunity of testifying before your committee on the pro- 
posed amendments of the college housing program. 

My purpose in appearing before you is to express the full support 
of the Association of American Colleges for the appeal made to you 
by the American Council on Education of which my association is a 
constituent member. We are in complete agreement with the testi- 
mony given by the council, and I wish to emphasize only one additional 
point. 
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You have heard testimony from the administration to the effect 
that they support the college housing program wholeheartedly but 
think it expedient, for reasons which are in fact unrelated to the need 
for college housing, to raise the rate of interest that the colleges have 
topay. It was then suggested that the proposed change in the interest 
formula, which in the present state of the money market would raise 
the rate from 234 percent to 314 percent, is immaterial to the colleges. 

It was stated, on the basis of assumptions which I do not know and 
therefore cannot criticize that the average increase would be only about 
a dollar per dormitory bed per month. This is like the alluring ad- 
vertisements that offer you wonderful new gadgets for “just a few 
pennies a day.” In fact, for many of our colleges, even a dollar per 
bed per month would be a substantial addition to the dormitory 
charges they have to make in order to amortize their loans. It might 
well have a critical effect on their ability to service a loan without rais- 
ing their charges to excessive heights. 

In any case, this is not an issue that can be settled by a quick caleu- 
lation with pencil and paper in a Washington office. The actual effect 
of a change in the interest rate cannot be assessed without full knowl- 
edge of the cireumstances of the individual institution. 

Twelve months ago, when the Housing Amendments of 1955 were 
before the Congress, my association conducted a comprehensive survey 
of our members’ views on the college-housing program. I need hardly 
mention that, of those responding to our inquiry, over 90 percent ex- 
pressed their approval of the program. The eee point is that 
nearly 60 percent te that the possibility of their making use of 
the program would be affected by a reduction of the rate of interest, 
and two-thirds of these placed the critical rate of interest at 3 percent 
or lower. 

The results of our survey are corroborated by the actual facts, cited 
by Dr. Meck, about the enormous increase in applications for loans 
since the Congress in its wisdom enacted the present law. The proof 
of the pudding is in the eating. 

It was with these facts in mind that, at the 42d annual meeting of 
the Association of American Colleges, held at St. Louis, Mo., last 
January, it was formally resolved— 
that the association approve title III of the Housing Amendments of 1955 passed 
by the Congress of the United States to liberalize the provisions of the college- 
housing program and would regret any amendment of the present law that would 
tend to restrict the assistance afforded by the program as now constituted related 
to the provision of needed housing and dining facilities for the colleges and 
universities. 

This does not mean that my association is forever irrevocably op- 
posed to any increase of the rate of interest above 234 percent. We 
recognize that educational institutions, like everybody else, must live 
with the inevitable fluctuation of economic conditions. We are content 
with the present interest formula, which happens at the moment to 
result in a rate of 234 percent—the minimum rate permissible under 
the law—but which provides for upward variations in accordance 
with market conditions. We recognize, too, that the National Govern- 
ment has to take account of many other factors in the national welfare 
beside the need for college housing. 

Reconciliation in the national interest of the various factors in- 
volved in the college-housing situation, however, cannot be achieved 
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by arbitrary and dogmatic prescription. It demands more thorough 
and objective investigation than it has yet reecived. The American 
Council on Education has put forward practical proposals for such 
an investigation. We submit that to raise the minimum rate of in- 
terest to the colleges without waiting for the inquiry would be unrea- 
sonable and unjustified, and we respectfully ask your committee to 
sustain us in that view. 

Senator SparkMAN. Thank you very much, Dr. Herzog. 

Dr. Herbert O. Farber. You are comptroller of the University of 


Illinois. You may proceed in your own way. We are glad to have 
you with us. 


STATEMENT OF HERBERT 0. FARBER, ON BEHALF OF THE 
ASSOCIATION FOR HIGHER EDUCATION 


Mr. Farser. Mr. Chairman and members of the committee, my 
name is Herbert OQ. Farber, comptroller of the University of Illinois, 
Urbana, III. 

It is a privilege to have the opportunity to speak on behalf of the 
Association for Higher Education, a department of the National 
Education Association of the United States. The Association for 
Higher Education is an association of individuals engaged full time 
in college and university work. It has approximately 18,000 mem- 
bers in over 1,500 colleges and universities, Its membership is com- 
posed of administrative officers—presidents, deans, business managers, 
registrars—and of faculty members from every academic and profes- 
sional field. 

Mr. Chairman, you will recall that the 10th Annual National Con- 
ference on Higher Education, sponsored by the Association for Higher 
Education, meeting in March of last year, passed resolutions calling 
upon the Congress to initiate legislation similar to that which was 
later embodied in the College Housing Amendments of 1955. The 
Assoviation for Higher Education is profoundly grateful for the in- 
itiative shown by the chairman of the Committee on Banking and 
Currency and the chairman of the Subcommittee on Housing for 
introducing S. 1744 which was subsequently accepted by both Houses 
of Congress and signed by the President to become Public Law 475. 
The applications received by the Housing and Home Finance ney 
since the passage of this act have fully justified the faith and vision of 
the Congress in passing the college housing program of 1955, 

The 11th Annual National Conference on Higher Education which 
was held in Chicago, March 5-7, 1956, adopted the following resolu- 
tion : 


College and university housing. Since there is a continuing critical need for the 
construction of college and university housing, dining, health, and student union 
facilities, the 11th National Conference on Higher Education records its ap- 
proval of the present recommendations that this program be continued at an 
interest-rate formula no higher than at present, that supplemental funds for 
administration of the program be appropriated, and that responsible officials take 
means to expedite the method of processing these loans. 


In addition, it is the recommendation of the Association for Higher 
Fducation that at a minimum, the proposed addition of $100 million to 
the total authorization be approved and that further changes in the 
law be deferred until the completion of the comprehensive study 
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of college financing intitiated by the American Council on Education, 

First, with regard to the interest rate. There has apparently been 
some misunderstanding with regard to the interest-rate provisions 
contained in Public Law 475. I understand that some persons have 
implied that the rate of 234 percent is a fixed rate under the College 
Housing Amendments of 1955. Actually, the rate of 234 percent is 
a floor, not a ceiling. Whenever the average annual interest rate on 
all interest-bearing obligations of the United States exceeds 214 per- 
cent per annum, the rate to be paid by the college or university will 
be raised accordingly, above the present 234 percent. Therefore, the 
present formula for the college housing loan program is geared to the 
going Treasury rate. The only issue in question here is whether 
the Treasury rate should be computed on the average or all obliga- 
tions or on some other basis. The Association for Higher Educa- 
tion agrees with the view expressed here today by the representatives 
of the other educational organizations. 

Last spring when this committee considered the whole problem, 
there was general agreement on the urgency of the situation. Today 
there are very clear signs that the need is even more urgent than 
anticipated. 

Just last week, for example, at a meeting of the constituent members 
of the American Council on Education, Ronald 1b. Thompson, regis- 
trar of Ohio State University, and a recognized authority in this 
field stated : 

The proportion of high school graduates continuing on into college has in- 
creased dramatically in the last 4 years. Even those most closely related to 
the problem have not realized the full impact and significance of this revolu- 
tionary change in higher education. An examination of the date reveals that 
the number of iirst-time students in our colleges and universities has risen— 
from 40 percent of the number of high school graduates in 1951 to almost 50 
percent of the number in 1955. Stating this trend in another way, the number 
of first-time enrollments in our colleges and universities has risen 46 percent 
in 4 years. 

Colleges are confronted with unprecedented demands at a time 

when their finances are strained almost to the breaking point. It 
seems clear to us that in the national interest the Federal Govern- 
ment has an unusual opportunity through the college housing loan 
program, to assist the colleges without expense to the Federal Govern- 
ment and that this is the time for large-scale vision in realizing the 
potentialities that are available due to the fortunate fact that these 
large numbers of boys and girls are with us and are seeking further 
education and training. 
_ Inturning to the proposal to add $100 million increase in the revolv- 
ing authorization, the Association for Higher Education would like 
to go on record with the other educational organizations in proposing 
this amount as a minimum, There is no question in the minds of the 
executive committee of the association that much more than $100 
million is needed and should be added to the Federal Government’s 
share in this program. When the program becomes fully operative, 
it will form a revolving fund that will continue to serve the students 
in the colleges year after year. 

According to the testimony given before this committee on March 
20 by Mr. Hazeltine of the Housing and Home Finance Agency, appli- 
cations received and under active consideration or approved by the 
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Agency total $456 million. In addition to this figure, we have been 
informed by the Housing and Home Finance Agency that they hold 
an additional $69 million in bona fide applications which have been 
placed in a deferred category. Thus, if all these applications now 
in hand should be approved, the $500 million now authorized for the 
program would be exceeded by $25 million. 

In order to arrive at a conservative projection of what additional] 
applications might be reasonably expected during the rest of fiscal 
1956, let us select the month in the current year with the lowest number 
of applications. By using this figure as the base, we may expect an 
additional $53 million of applications to be received by June 30. 

Thus if this anticipated request for $53 million is added to the 
applications already on hand totaling $525 million, we arrive at an 
anticipated total of $578 million in applications for fiscal 1956 alone, 
If the proposed $100 million were to be added on July 1, 1956, $78 
million would already have been spoken for, leaving a balance of 
$22 million for new applications to be received from July 1, 1956, 
through June 30, 1957. 

However, since the proposed study of the American Council on 
Education will yield even more precise figures, growing out of a com- 
prehensive study of these matters, the association does not formally 
ask for more than $100 million included in §. 3302. 

The University of Illinois might be considered as a somewhat 
typical case of the State universities. The figures as they relate to 
the Urbana-Champaign campus may serve to illustrate the way in 
which the State, the university, aoe the students propose coopera- 
tively to solve the problem. 

There is a need for additional housing by 1963 for 9,100 students. 
Of these, 5,400 are required to meet increased enrollment, 1,500 to 
replace temporary barracks still in use, and 2,200 to replace other 
off-campus housing facilities not approved by the university as to 
physical standards. 

The projected construction program calls for 8,660 additional units 
to cost $36,800,000. It is proposed to borrow this sum and repay 
the cost as the buildings are in use, with an estimated interest cost of 
$15,200,000 or a total payment of $52 million. 

‘Lhe General Assembly of the State of Illinois, recognizing the need 
and the fact that financial assistance must be given if the entire cost of 
new facilities is to be borrowed, has authorized the university to use 
general student fees to supplement the net income from residence 
halls to pay debt service. It is the intention of the legislature to appro- 
priate from general revenue of the State funds to offset the student 
fees so applied. 

Under this authority the State will contribute toward the total 
cost of $52 million the sum of $22 million, the balance of $30 million 
to come from rentals charged to the students. To add one-fourth of 
1 percent to the interest rate means an additional cost based on the 
provosed amortization schedules of over $1 million. 

To implement this program the university has submitted under the 
college housing loan program two applications totaling $3,965,000. 
One has been finally approved in the amount of $1,165,000; the other, 
$2,800,000 has received preliminary approval. The university is in 
the process of preparing applications for 3 additional projects total- 
ing approximately $7,500,000 to be phased over a series of years. 
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Thank you for this opportunity to present these views to you. 

Senator SpaRKMAN. Thank you very much, Doctor. a 

We have a statement from Mr. Tudor, of Southern Illinois Uni- 
versity. 

The statement referred to follows :) 


SraTEMENT OF WiLLaM J. Tupor, Direcror or AREA SERVICES, SOUTHERN 
ILLINOIS UNIVERSITY, CARBONDALE, ILL. 


Mr. Chairman and members of the committee, I appreciate the opportunity to 
appear before you and present testimony concerning college housing on behalf 
of Southern Illinois University. We are well aware of housing problems for 
students as a result of our experience in recent years. By next fall we expect 
an enrollment of 6,500 students which will be an increase in the magnitude of 
more than doubling in 4 years’ time. Whether we reach this figure will depend 
literally on whether we can find beds enough in which these students can sleep. 
If the Congress of the United States had not made available funds for loans on 
self-liquidating dormitories we would not have had this increase and many 
students now attending our university would have had to forego the privilege 
of going to college. We do appreciate what has been done. 

Title V of S. 3302 proposes an increase in the revolving fund loan authoriza- 
tion from $500 million to $600 million. This increase will be badly needed as 
we prepare in our colleges and universities to meet the certain drastic increase 
in students seeking college admission and housing in the immediate future. Our 
growth has been more pronounced and has come sooner than for most other 
universities because of changes we have made in our program and the increase 
in the percentage of the young people of college age who are attending college 
in southern Illinois. 

One aspect of the program that appears to us to have been overlooked is the 
matter of providing funds to equip and furnish the dormitories built through 
loans from the Housing and Home Finance Agency. Many universities find 
themselves in a similar position to ours, that being they do not have access to 
funds for furnishing dormitories that might be built in the future. It appears 
to us the bill would be more feasible if such provisions were included. 

The bill in its present form permits the loaning of funds for small-group 
housing. This we believe should be encouraged. In many instances this could 
provide much-needed housing of a sociologically desirable nature yet would 
take much of the burden of financing out of the hands of the universities them- 
selves. At the present time we find owners of residences large enough to house 
fraternities and cooperative housing groups charge exorbitant rents because of 
the scarcity of such facilities. Thus the students in these groups face con- 
tinuously the struggle of meeting the rent payments and are unable to aceumu- 
late any type of building fund. Private capital in our area has not been avail- 
able for such loans. The only answer so far seems to be through the Housing 
and Home Finance Agency. 

One other phase of S. 3302 that appears to create a burden is the plan for 
determining the interest rate. Not only will this new procedure increase the 
interest rate but it would seem to present a method that would be more variable. 
This in turn would make it more difficult to plan for future building. We would 
propose that if possible the method of computing interest rates be continued as 
they now are and some other means be developed through which private capital 
could be encouraged to enter this financial field. The proposed method would 
seem to place a greater burden for securing funds on areas of low economic 
resources such as ours in Southern Illinois. 

Again let me thank you for assisting thousands of students and potential 
students to attend college and for permitting me to appear before you. 


Senator Sparkman. Mr. Herndon, I understand you want to catch 
a 5 o’clock plane. 

I am going to have to suspend, now, in order to vote. TI shall be 
back in a very few minutes and we shall proceed right along. The 
subcommittee will recess for a few minutes. 

(A short recess was taken.) 


Senator Sparkman. The subcommittee will come to order and we 
will proceed. Mr. Herndon. 
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STATEMENT OF VERNON HERNDON, SECRETARY, ACCOMPANIED 


BY M. 0. RYAN, WASHINGTON REPRESENTATIVE, AMERICAN 
HOTEL ASSOCIATION 


Mr. Hernpon. My name is Vernon Herndon. I am general man- 
ager of the Palmer House, Chicago, and secretary of the American 
Hotel Association. As secretary of the American Hotel Association, 
I am speaking for the hotel industry, nationally. 

We have made an effort to examine very carefully the various bills 
which are before your committee, in connection with these current 
hearings. Primarily I should like to address myself to the provisions 
of S. 3057, which was introduced by Senator Monroney, of Oklahoma, 
a member of this subcommittee. 

Frankly, we feel that a provision of that measure would be extremely 
unfair. That bill, if enacted, would permit any apartment project, 
financed under section 608 or section 207 of the Housing Act, to offer 
units for transient rental, provided they had done so prior to May 
28, 1954. : 

We submit that any project which had followed such a practice prior 
to May 28, 1954, was doing so unlawfully, and should not now be 
rewarded for having violated FHA regulations. 

Senator Sparkman. Mr. Herndon, if I may break in, you say, 
“Under section 608 or section 207.” It pertains to section 803, also. 
You might want to make that correction. 

Mr. Hernvon. Very well, sir. 

The official report which accompanied the 1954 amendments to the 
Housing Act states—on page 17—as follows: 

It has never been the intention of the committee that FHA should insure hotel 
accommodations, and your committee desires to reiterate its intention at this 
time. The rental insurance programs of the National Housing Act are designed 
to provide rental accommodations for family use. The mortgage loans insured 
are amortized by monthly payments of principal and interest derived from 
monthly rental income. A project is not insured unless the FHA has determined 
there is an adequate need for such accommodations in the community. The 
programs are not designed to cover hotels, nor is the insurance of hotel proper- 
ties permitted. The fact that a project has been insured should therefore be 
a prohibition to rentals on a transient basis. 

Undoubtedly Senator Monroney has some particular project in 
mind, ‘where he feels that an injustice has been done by forbidding 
the owner to offer hotel services, and to rent units transiently. May 
we respectfully observe, however, that such an operator was in direct 
violation of the regulations if he had rented transiently prior to 
May 28, 1954. 

He was also violating two pledges which he was obliged to make 
to the agency at some juncture. Further, the Congress has author- 
ized these projects primarily to relieve the shortage of permanent 
housing. So every time some of these units are diverted to transient 
occupancy it means a defection of the program as authorized by 
Congress. 

I hold in my hand, as my own exhibit I, a copy of the model form 
of certificate of incorporation issued by FHA in 1948 and setting 
forth the regulations and ground rules governing the financing of 
so-called section 608 projects. Page 4 of this model certificate stipu- 
lates that a condition of occupaney by any tenant must be p 
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by his advance payment of the “first month’s rent, plus a security 
deposit in an amount not in excess of 1 month’s rent.” 

‘hen on page 5 of the same form it is stipulated that— 
Dwelling accommodations of the corporation shall be rented at a maximum aver- 
age rental per room per month. 
These pledges must be conveyed in a sworn statement which the bor- 
rower executes before the loan is approved. By reason of the failure 
of any borrower to comply with these and other covenants set forth in 
the agreement, the FHA had complete authority to declare the loan in 
default. 

Continuing further the spelling out of regulatory procedures, may 
| invite your attention to exhibit II. This is the directive to all field 
offices of FHA, dated August 10,1951. It specifically states on page #: 
Transient occupancy is contrary to policy. No approval will be granted with 
respect to a proposal anticipating transient occupancy. 

Further, as exhibit ILI, I call your attention to another directive 

trom the FHA to all field offices. This was dated January 3, 1952 
‘This directive states that— 
Transient occupancy is not feasible in a rental housing project unless living units 
are furnished. It is also apparent in most of the cases in question that an opera- 
tion involving transient oecupancy is not economical and feasible unless charges 
ure made against occupants in addition to the rents and charges approved bv 
FHA. 

Based on this reasoning, this directive to the field required a mort- 
gagor to execute a special form, 103167, again pledging that he will 
accept no tenant in the project for any period of tenancy less than 
30 days. This form must be executed before any project is permitted 
to furnish any units in the structure. And, obviously, no transient. 
occupancy is possible until or unless units are furnished. 

Finally, I offer in evidence exhibit LV. This is a mortgagor’s oath, 
to which the applicant must swear, again agreeing that he will not offer 
any hotel services to any tenant.in the building. While this form was 
actually issued by FHA insuring offices August 20, 1954, following 
the 1954 amendments to the Housing Act, I have in my hand the formal 
ruling from an FHA official that this stipulation is identical with 
similar instruetions which had been issued earlier. 

It seems to us that if, in spite of these violations of sworn pledges, 
an individual FHA borrower were to be forgiven his illegal actions 
and be permitted to continue transient rentals, it would be imperative 
that similar latitude of action be accorded those borrowers who scrupu- 
lously complied with.the regulations. 

Surely, the man who had not. violated his sworn agreements should 
not be penalized because he did not rent transiently prior te May 28, 
1954, 

And here again, let me emphasize that this is the basis of our indus- 
try’s apprehension over the potential unfair competition with which 
we might be faced some time in the future. There are about 1 million 
hotel rooms in the country today, but there are more than 500,000 
FHA units. 

While only half a dozen new hotels have been built in the last 2 or 3 
years, multiple-unit apartment buildings continue te be constructed, 
in large numbers, under section 207 of the Housing Act. So here is 
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a Government-subsidized type of establishment which could conceiy- 
ably threaten the entire hotel industry overnight. 

Let us examine our industry’s position. There are some who say 
that we are being selfish and unfair in protesting against this practice 
of transient rentals by apartment buildings. Susy we answer that 
charge in a forthright manner. 

(1) In the first place, our own industry is in a precarious position. 
Nationally, ever since October of 1946, hotel occupancy has constantly 
declined. It has dropped from a peak of 93.8 percent to 71.67 percent 
in December, 1955. It long was a rule of thumb within the industry 
that occupancy of 70 to 75 percent was necessary before profits could 
be realized. 

Frankly, there are several cities that we know of, where the trans- 
ient rentals which are being channeled each day into FHA apartment 
buildings mean the difference between profit and loss on the part of 
the hotels in those communities. 

(2) We realize full well that conditions in a community, or in some 
location within a community, might easily change during a 5-year 
period. Accordingly, it is possible that an apartment building, where 
originally constructed, now appears aoaeneh whereas conversion to 
transient occupancy might insure a substantial increase in the volume 
of business. In these cases, we respectfully propose that these bor- 
rowers should promptly refinance their properties, and pay off the 
Government mortgage. 

Two years ago your committee was faced with a bill which proposed 
that one certain apartment building in a certain city should be ex- 
empted from this prohibition against transient rentals. We person- 
ally took the pains to work with the owner of that property, and 
directed him to specific insurance companies where refinancing was 
available. We contend that when a loan is paid off, or when private 
financing is present, that structure has every right to compete with 
us for transient business. "We do honestly feel that it is not justified 
in so doing, so long as the Commissioner of FHA holds the mortgage. 

(3) I am sure you are aware of the fact that as the law now stands, 

the FHA will not insure the mortgage for a hotel. As a matter of 
fact, there is no Federal agency today which will finance the construc- 
tion of a hotel, other than the Small Business Administration, whose 
loans are limited to something like $150,000. As a result, anyone whe 
was building such a structure would be faced with interest rates of 
5 to 6 percent, and would be obliged to amortize the loan in 15 to 20 
years. 
’ By comparison, the FHA borrower pays only 414 percent, and is 
given 32 to 39 years in which to pay off the mortga In H. R. 
9921, a bill currently before the House Banking and ncy Com- 
mittee, a provision exists which would permit the Commissioner of 
FHA to pay the delinquent taxes of some projects constructed under 
section 207, if that property ran into financial difficulty. The hotel 
across the street, under similar circumstances, would be sold for 
taxes. 

(4) The hotel industry would be seriously crippled if FHA proj- 
ects were permitted to rent transiently, because idural-Seseied fi- 
nancing gives FHA projects a tremendous advantage over hotels, 
which must pay a substantial part of their earnings for servicing 
and retiring their mortgages. 
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To see how their financing advantage works, let’s take the case 
of a $4 million FHA structure, built under section 207. Most of these 
existing FHA projects are paying only 4 percent interest. So the 
interest payment would be $160,000 the first year. A similar hotel 
structure, privately financed, would have to pay commercial financing 
rates. Supposing this amounted to about 6 percent annually, includ- 
ing interest, discount, and underwriting fees. In the first year, the 
financing charges would be about $240,000, or $80,000 more than an 
FHA project is paying. That means that the $4 million hotel would 
have to clear almost $7,000 a month before it would start even with 
an FHA project competing with it for transient guests. 

But this isn’t the whole story. Bond issues on hotel structures 
generally must be paid out within 15 to 20 years. On the $4 million 
structure, the annual payment on the principal would be $266,666.66— 
a little more than $22,000 a month. An FHA project, on the other 
hand, has up to 3914 years in which to pay off its mortgage. 

So its monthly payments on principal are only about $8,333 a 
month—a difference of $14,000 a month between principal payments 
on a hotel and principal payments on an FHA project. 

Therefore, in order to keep current on payments for principal and 
interest, the operator of a $4 million hotel must earn clear $21,000 
a month, or more than a quarter of a million dollars a year, before 
he starts even with an FHA project operating in competition with 
him. Gentlemen, let me tell you that a hotel operator must do a lot 
of business before he can earn a quarter of a million dollars a year. 

It is not difficult to understand how an FHA project could cut 
prices and present the harshest type of competition to a hotel whose 
operating costs are $250,000 a year greater than those of the FHA 
building. In the case of the larger FHA structures, running up to 
$10 million, these differences would, of course, be 214 times as great, 
and the hotel operator would have to earn $625,000 a year more, 
before he could start even with the operator of an FHA project who 
was competing with him for overnight guests. 

This situation is particularly unfair when you realize that this 
tremendous operating advantage is due solely to the fact that one 
structure is financed through a federally insured mortgage while the 
other is privately financed. 

(5) Finally, let me point out that in some of the FHA-assisted 
apartment buildings, the original design appears to have especially 
favored eventual conversion to transient occupancy. This is accom- 
plished by the simple expedient of providing for a large percentage 
of so-called efficiency units. Of course, we could never prove that this 
was with premeditated plans to divert to transient use during the life 
of the insured mortgage. 

But the threat to the hotel industry through such use is multiplied 
by the design of many of these structures. . 

_ We don’t believe the Congress will ignore these five discriminatory 
situations. 

In defense of their practice of offering units for transient rental, 
FHA borrowers contend that they have been unable to rent their 
properties to permanent guests. In that sense, they are no worse off 
than we, because with our estimated 70 percent of occupancy, we are 
currently unable to rent our facilities to the maximum. : 
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It may be that these projects could enjoy a substantial increase in 
demand on the part of permanent guests, however, if they would 
adjust their monthly rentals to meet the local supply and demand 
situation. But whatever the argument that might be used in defense 
of this transient rental practice, we have been told by FHA account- 
ants that they have yet to find any single project that has actually 
netted money out of transient rentals. 

In other words, an FHA apartment building, before it can offer 
rentals by the day, must furnish certain rooms, must engage room 
clerks 24 hours a day, must employ maids, bellmen, elevator operators, 
a 24-hour switchboard service, and so forth. So properties which do 
resort to this diversion of accommodations are not likely to profit, 
even if they are permitted to continue with daily rentals. 

Frankly, we are not too surprised that they have found transient 
rentals unprofitable. The Treasury Department has repeatedly shown 
that comparative figures, industry by industry, reveal that hotels 
enjoy a lesser rate of return on net worth than any other retail and 
service business in America. (See exhibit V.) 

We understand that Senator Monroney’s bill, S. 3057, was designed 
to assist an FHA apartment building located on or near a defense 
base. Presumably the military personnel at that base was reduced, 
as has happened at many, many defense installations throughout the 
country. 

Undoubtedly this gave rise to a situation where families of com- 
missioned officers and servicemen would move away, in great num- 
bers, reducing the demand for permanent housing accommodations. 
But we respectfully point out that there are currently 2,345 military 
bases and installations in the United States. Every one of these is 
a potential site for a repetition of this situation. 

Incidentally, Chairman Sparkman, we have noted your bill, S. 3515, 
which you introduced March 23, and which would authorize the con- 
struction of 10,000 civilian housing units at military bases. Where 
these units would take the form of individual homes, there would be 
no danger of their conversion, but if garden-type apartment projects 
should be constructed, as has happened before, in the case of housing 
built on or near military bases, we have learned that these can be 
converted to motel-type operations when military forces are deflected 
from those sites. 

Senator Sparkman. My bill provides for single-family houses. 

Mr. Hernnon. That would be no threat to our industry, at all. 
It would be only in garden-type apartments. It is only where they 
are built with a common backyard and 3 or 4 units together that 
thev become a threat to us. 

We would like to respectfully suggest that some consideration be 
given to covering this type of housing under section 513 of the act. 

There are approximately 47,176 living units now under construc- 
tion on or near military establishments, or awaiting amency approval. 
And there are already 81,539 units built under the Wherry housing 
program, located on or near 261 military bases. In spite of this, the 
Department of Defense again appeared before your committee last 
week and asked for authorization for a large quantity of additional 
defense housing. 
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As the manpower in the services fluctuates, it is inevitable that many 
of these projects could end up in ghost communities, with little or no 
demand for the accommodations, permanent or transient. 

One argument that is advanced centers on the claim that some of 
these apartment buildings are way outside the midtown sections of 
communities, and are quite remote from satisfactory hotel accommoda- 
T1I0ns. 

We contend that if it is equitable to use some such method of balanc- 
ing out projects built on or near outlying defense bases, the same equity 
would require that that permission be granted to all projects, regard- 
less of location of the base. In that case, an FHA-financed structure, 
located on or adjacent to the Presidio, in downtown San Francisco, 
could qualify with equal ease, being permitted to engage in transient 
rentals, following a shift in military forces. 

In the official report, accompanying the 1955 amendments to the 
Housing Act, the Congress set forth clearly the fact that care should 
be exercised by the Commissioner in determining what constituted a 
“resort area.” This requirement must be met if a project seeks exemp- 
tion from section 513, where certain units had been offered for transient 
rental, and if the Commissioner found that the project was located in a 
resort area. 

On April 26, 1955, the FHA issued a definition of “resort area.” We 
admit that such a definition was difficult to phrase. But we do repeat 
the contention which was made in our industry’s statement before your 
committee May 17, 1955, in which we argued that New York, Phila- 
delphia, Chicago, Boston, Kansas City, and St. Louis, as sample cities, 
could all qualify as resort areas under the broad language used in the 
definition. We had hoped that this language might be tightened and 
made more realistic. 

However, in all fairness, may we report that the agency tells us 
informally that only a handful of projects have qualified for transient 
rental under this loophole to the 1954 act. We do not have any 
knowledge of which projects these are, but it is gratifying to learn 
that a realistic measurement of resort characteristics is being used 
before waiving the prohibition against continued transient rentals. 

As hotel people, we do not pose as experts in the various fields of 
housing. But as businessmen, we are moved to raise the question 
as to what safeguards are being employed to prevent the construc- 
tion of housing beyond the saturation point in many communities. 
I can well understand the pressures that are upon the Congress, and 
upon the FHA, to continue the construction of housing at the highest 
desirable levels, for that is one of the main props under the country’s 
booming economy. 

But Lam afraid that construction beyond a certain safe point cannot 
fail to usher in a widespread wave of foreclosures. That would be 
tragic for everyone, not only our hotels, but the taxpayers of the 
country as well. We fear the results of overbuilding in the field of 
multiple-unit apartment buildings, garden-type projects, defense 
housing, urban renewal projects, and so forth. In all of those cate- 
gories, it is possible for structures to qualify for Federal mortga 
insurance, and to end up providing hotel or motel service for srorntane 
guests. 
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Right today, an urban renewal project is pending in a certain city 
where the plan includes the construction of a large downtown hotel, 
At a public hearing in that community, it was established that all the 
hotels in the city are today losing money. And yet the Government 
offers its credit, and its grants-in-aid program, to include in projects of 
this type the construction of a facility which is undoubtedly destined 
to saddle the taxpayers of that community with further indebtedness. 

We wonder if an amendment to Senator Capehart’s bill, S. 3302, 
page 10 of which deals with urban renewal projects, might not bring 
this type of project under the same caneoal paaibitics that is con- 
tained in section 513 of the act, applying to other types of housing. 
Whenever it can be established, however, that a new hotel is definitely 
in the public interest, there will not be any objection from the Ameri- 
can Hotel Association. 

The newspapers report Senator Payne’s proposal, which he dis- 
cusssed with your committee last week, to launch a program of a 
special type low-rent housing for elderly persons. This is a fine 
Christian idea, with intriguing potentialities. We do not wish, in any 
sense, to throw cold water on such a project. 

But we do earnestly contend that this type of facility would lend 
itself to transient occupancy much more readily than multiple-unit 
apartment buildings, constructed under section 207. Here would be a 
facility, with smaller units, and with more furnished units. What 
could be simpler than to make them available for overnight rentals? 

The hotel industry respectfully urges your committee to incorporate 
the same safeguards, as now set forth in section 513, if you do author- 
ize the construction of low-rent housing structures for the Nation’s 
senior citizens. Here again, we do not think we are being unrealistic 
in expressing this fear. For H. R. 9921, now pending before the 
Hlouse Banking Committee, provides for the construction of related 
facilities in connection with structures which are built to house 
elderly families. 

It is set forth in the act that these related facilities would include 
structures which would be suitable for use as cafeterias, dining halls, 
and so forth. 

In conclusion, and speaking for the hotel industry, frequently said 
to be the seventh largest ray country, I want to again express our 
gratitude to the Banking Committees of the House and Senate, and 
to the Congress, for your action in 1954 in setting up safeguards to 
protect us against unfair competition by Government-financed struc- 
tures. 

Unfortunately, the wheels of justice grind slowly, and the first 
test cases, in which an injunction is being sought against individual 
establishments, are still pending in the Federal courts, and oo oe 
ently are a long way from adjudication. So even the relief which 
the Congress wrote into the act in 1954, in our behalf, has not yet 
become a reality. We hope you will bear with us in our continued 
concern over this problem. 

Senator Sparkman. Thank you va much. 

Let me ask you about the case in Birmingham. That was a case 
involving section 513. Has that case not been decided ? 

Mr. Ryan. No; it hasn’t Senator. One of the two FHA structures 
involved has been refinanced. 
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Senator SpaAaRKMAN. One has been refinanced but in the other one, 
the case is still pending ? 

Mr. Ryan. That is right. One in Charleston, S. C., one in Wash- 
ington, D. C., and numerous others over the country. 

Senator SparKMAN. I heard this with regard to one of the cases, 
that the injunction would probably be granted, even though that par- 
ticular person did come under the exceptions contained in section 
518, as having had this letter of permission and so forth, on the ground 
that the charter authorizing the construction of one of these projects 
was a contract which Congress could not change by this legislation. 
If that should turn out to be the case, there is just nothing we can do 
about it. 

Mr. Ryan. The case was tried in the United States district court. 
if there was a letter authorizing transient rentals it doubtlessly would 
lave been introduced in evidence by the FHA project. The Federal 
judge who heard the case will have to decide—on the basis of the 
evidence—whether the project is entitled to exemption from section 
513. 

Senator SparRKMAN. When we originally wrote in that amendment 
you will recall the pu was to except those who had been specifi- 
cally permitted by the aheihedeaid to do it. 

The rumor I referred to was that the holding would likely be that 
Congress cold not validate any such provision as that because it would 
be in alteration of the charter, which Congress could not do. 

Mr. Ryan. That did not involve approval. They had a concession 
from the legal counsel of FHA, that that one theory of monthly rental 
might possibly conform to the—— 

Senator SparkMAN. Let me say this to you. I happen to know 
in the conference, that letter was before us and the provision was 
written in such a way as to protect you. I understood there were 
several like that over the country and it was written so as to take 
care of those where the Commissioner himself had told them that 
they could proceed. That was the purpose of the language. 

The other one, the one that was refinanced, did not. 

_ When a decision is made, I wish you would let me know. It will be 
interesting. 

Mr. Ryan. You are aware of the fact that one of the legal actions 
is a suit against the Commissioner for harassment of this project 
owner. He contends that. the Commissioner is harassing him and an- 
noying him unduly by telling him he cannot rent transiently and 
provide hotel services. 

Senator SpaRKMAN. It will be interesting to see the outcome. 

Mr. Hernvon. We have a peculiar business. It is a high overhead 
business and the very last rental units are the ones that are profitable 
to the hotel business. It is not easy to run on this high overhead 
basis in a small town. If a small hotel in a small community loses 10 
rentals, it represents all the profit.a man could hope for. All the rest 
is taken up in meeting his overhead expense and his high payroll ex- 
pense. Ifthe hotel industry loses just a few rentals to FHA projects, 
we ae in trouble because that represents the only protection profit 
we have. 

Senator Sparkman. That is true in so many businesses. That is one: 


of the arguments I have found for high-price supports on farm 
products. 
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Senator Futsricut. I am sorry I was detained om the floor on this 
constitutional amendment and I haven’t heard the testimony. One 
thing that occurred to me was that this provision in the bill would 
seem to benefit those who violated their agreements. 

Mr. Hernnvon. That was our main point, Senator. 

Senator Futsrient. I will not go over it again, then. 

Senator SparKMAN. He has grven a very full statement. It is in 
considerable detail. A very good statement. 

Senator Fursrient. Did you have the data on how many projects 
would be affected? Issuch data available? 

Mr. Hernpon. We mentioned the figure in total number of rooms. 

Senator SparKMAN. 500,000 rooms, total. That doesn’t mean they 
will all seek todo this. * 

Senator Fursrient. You mean 500,000 could take transients? 

Senator Sparkman. That would be every room built under these 
particular programs. 

Mr. Hernvon. What we are so afraid of is that those running 90 
percent of occupancy will take the additional 10 percent in transient 
rentals. This 10 percent represents the siitéintint: profit to hotels in 
many cities. That 10 percent would represent the potential profit to 
any number of cities that I could mention, even in our own city of 
Chicago, which is fortunately situated for convention purposes. 

We hope we will see you out there in August. 

Senator Futsrient. You probably will. If we can get a room. 

Mr. Hernoon. I think we can arrange that all right, sir. 

Senator Sparkman. The staff has asked the Housing Agency to 
supply information on how many projects would be affected by S. 3057. 
That statement will be inserted in the record. 

(The information referred to follows:) 


EsTIMATED EXTENT OF Houstng WHICH WovuLp BE Sussecr To §, 3057, 
RELATING TO Use or RENTAL Hovsine ror Horer PURPOSES 


The bill wou!d modify provisions of section 513 of the National Housing Act, 
which prohibit, with certain exceptions, the use of FHA multifamily housing for 
hotel purposes. The bill would, in effect, remove this prohibition as to housing 
aceommodations which the Federal Housing Commissioner finds were, prior to 
May 28, 1954, made available for rent for transient or hotel purposes, 

Information most indicative of the probable scope of 8. 3057 is available as a 
result of FHA activities in connection with the enforeement of the existing 
legislation on this matter. 

In the enforcement of this legislation, FHA has submitted to the Department 
of Justice for their legal action information concerning 12 rental projects con- 
taining a total of 1,485 dwelling units in which 1 or more dwelling units in 
each project are currently being used for transient accommodations, according 
to information assembled by FHA, FHA is presently preparing information 
with respect to 1 additional project containing 38 dwelling units so that this 
project may also be cited to the Justice Department for legal action. 

Aside from the 13 projects referred to above, 6 additional projects containing 
1,462 dwelling units have, according to FHA information, employed 1 or more 
units for transients in violation of section 513. Conforming to FHA demands 
in this regard, these 6 projects have ceased such transient use for their dwelling 
units and are not now in violation of section 513. Presumably, these projects 
would be eligible for some transient units under the terms of the pending legisla- 
tive proposal. 

Concerning 1 furtaer project of 26 units, FHA is presently investigating 
reports of transient use. 

Aside from the 20 projects noted above, which presumably would be eligible 
for some transient units under the pending legislative proposal, there may be 
a limited number of additional projects in the nation actually operating 1 or 
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more dwelling units on a transient-use basis but eoncerning which FHA has had 


no reports of such use nor occasion to learn of such use in the course of normal 
administrative operations. 
Senator SparkMAN. Thank you very much. We are glad to have 
had you and we hope you make that plane. You just about have time, 
(The appendixes to Mr. Herndon’s statement follow :) 


Exnurisit I 
Mope. Form OF CERTIFICATE OF INCORPORATION’ FoR Use UNppr Section 608 
Revised December 1948 


Thisis to certify: 


office address is 


whose post office address is 

(Name) 
whose post office address is all being of full legal 
age, do, under and by virtue of the general laws of the State of Maryland, 
authorizing the formation of corporations, associate ourselves with the intention 
of forming a corporation. 

Second. That the name of the corporation is 

Third. The purpose for which the corporation is formed and the business and 
objects to be carried on and promoted by it are as follows: 

(a) to create a private corporation to provide housing for rent or sale, and 
to acquire any real estate or interest or rights therein or appurtenant thereto 
and any and all personal property in connection therewith. 

(b) to improve and operate, and to sell, convey, assign, mortgage, or lease any 
real estate and any personal property. 

(c) to borrow money and issue evidences of indebtedness in furtherance of 
any or all of the objects of its business; to secure the same by mortgage, deed of 
trust, pledge, or other lien. 

(d) to apply for and obtain or cause to be obtained from the Federal Housing 
Commissioner (hereinafter called the Commissioner) a contract or contracts of 
mortgage insurance pursuant to the provisions of the National Housing Act, as 
amended, covering bonds, notes, and other evidence of indebtedness issued by 
this corporation and any indentures of Mortgage or Deed of Trust securing the 
same. So long as any property of this corporation is encumbered by a mortgage 
or Deed of Trust insured by the Commissioner it shall engage in no business other 
than the construction and operation of a Rental Housing Project or Projects. 

(e) to enter into, perform, and carry out contracts of any kind necessary to, 
or in connection with, or incidental to the accomplishment of any one or more of 
the purposes of the corporation. 

Fourth. The Post Office address of the place at which the principal office of 
the corporation in this State will be located is 
The resident agent of the corporation is 
post office address is 

Fifth. The corporation shall have three directors, and ; 

, and shall aet as such until the first 
annual meeting or until their successors are duly chosen and qualified. 

Sixth. The total amount of the authorized capital stock of the corporation is 
-....--.... Shares of which 100 shares having a par value of $1.00 per share 
shall be designated “Preferred Stock” * and _.....__-_._ shares shall be desig- 
nated “common stock,” * which shares of capital stock shall haye the preferences 
and restrictions as follows: 


2 Based on Maryland form of charter. Should be drawn so as to conform to laws of 
jurisdiction in which fi'ed. 

2 Any convenient odd number of directors may be provided. 

* This stock must be registered in the name of Federal Housing Administration ; {t must 
be par stock ; the value and number of shares (not less than 5),may vary from that designated 
herein but the consideration paid for it will alwavs be $190. The certificate should e ntain 
a statement of the rights, privileges, and restrictions pertaining to this stock. Dividends 
shall be at the rate of 5 percent per annum. 

*The “common stock’ ae be par or no par, be divided into one or more classes, provide 
for such preferences as are deemed appropriate and may be designated otherwise. 
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(a) The holders of the preferred stock shall be entitled to receive, when and 
as declared by the Board of Directors, noncumulative dividends at the rate of five 
cents (5¢) per share per annum, before any sums shall be set apart for or applied 
to the purchase or redemption of the preferred stock and before any dividends 
or other distribution shall be declared, set apart, paid, or made in respect of 
the common stock. 

(b) The net earnings of the corporation, after providing therefrom dividends 
on preferred stock and all reserves hereinafter required, may be applied each year 
in payment of dividends to stockholders. 

(c) The preferred stock at any time outstanding may be redeemed by the 
corporation at par and dividends declared thereon, but unpaid to the date of such 
redemption, provided, however, that such stock shall be so redeemed, upon, but in 
no event before, the termination of any contract of mortgage insurance covering 
any indebtedness of the corporation without obligation upon the Commissicner 
to issue debentures as a result of such termination. Preferred stock so redeemed 
shall be retired and cancelled. 

(d) Anything to the contrary herein notwithstanding, no dividends shall be 
paid upon any of the capital stock of the corporation (except with the consent of 
the holders of a majority of the shares of each class of stock then outstanding) 
until all amortization payments due under the Mortgage insured by the Com- 
missioner have been paid, and until a reserve fund for replacements is first 
established and maintained by the allocation to such reserve fund in a separate 
account with the mortgagee (or in the case of a Deed of Trust with the Benefi- 
ciary) or in a safe and responsible depository designated by the mortgagee 
commencing on the date of the first payment towards amortization of the 
principal of the mortgage insured by the Commissioner unless a later date is 
approved in writing by the holders of the preferred stock, of an amount equal 
to ($ ) and a like amount monthly thereafter. Such 
fund whether in the form of a cash deposit or invested in obligations of, or 
fully guaranteed as to principal and interest by the United States of America 
shall at all times be under the control of the mortgagee. Disbursements from 
such funds, whether for the purpose of effecting replacements of structural 
elements, furnishings and mechanical equipment of the project or for any other 
purpose, may be made only after receiving the consent in writing of the holders 
of the preferred stock. 

(e) In the event of any default by the corporation, as hereinafter defined, 
and during the period of such default, the holders of the preferred stock, voting 
as a class, shall be entitled to remove all existing directors of the corporation, 
and to elect new directors in their stead: Provided, however, That one of said 
directors shall be the owner or holder of one or more shares of common stock. 
When such default or defaults shall have been cured, the right to elect directors 
shall again vest in the holders of the common stock. 

(f) Except as otherwiSe provided by law or as set forth elsewhere in this 
certificate of incorporation, all voting rights of the stockholders shall be vested 
exclusively in the holders of the common stock. 

(gz) In case of any liquidation, dissolution, or winding up of’ the affairs of 
the corporation, whether voluntary or involuntary, and after payment of all 
debts of the corporation (including payment in full of any mortgage insured by 
the Commissioner) and after redemption of the preferred stock, the net assets 
of the Corporation shall be distributed among the holders of the common stock, 
share and share alike. 

Seventh. The corporation shall not without prior approval of the holders of a 
majority of the shares of preferred stock, given either in writing or by yote at a 
meeting of the preferred stockholders called for that purpose (a) assign ‘trans- 
fer, dispose of or encumber any real or personal property. including rents, exccpt 
as specifically permitted by the terms of the mortgage, (b) remodel, reconstruct, 
demolish, or subtract from the premises constituting the project and subject to 
such mortgage, (c) permit the occupancy of any of the dwelling accommodations 
of the corporation except at or below the rents fixed by the schedule of rentals 
provided hereinafter, (d@) require as a condition to the occupancy or leasing of 
any unit in the project the purchase of any corporation stock either from the 
corporation or any stockholder or the payments of any consideration other than 
the reasonable rental provided for in the schedule of rentals to be filed with and 
approved by the holders of the preferred stock as provided hereinafter, (¢) 
consolidate or merge the corporation into or with any other corporation; go 
into voluntary liquidation, carry into effect any plan of reorganization of the 
corporation ; redeem, cancel, or purchase any of its shares of preferred or com- 
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mon or other stock of any class, or effect any changes whatsoever in its capital 
stock; alter or amend the certificate of incorporation or fail to establish and 
maintain reserves as set forth in this certificate of incorporation, (f) require as 
a condition to the occupancy or leasing of any unit in the project the payment to 
or deposit with the corporation, or any person or persons, of any amount other 
than the payment of the first month’s rent plus a security deposit in an amount 
not in excess of one month’s rent to guarantee the performance of the covenants 
of the lease, (g) execute or file for record any instrument which imposes a 
restriction upon the sale, leasing or occupancy of the project or any part tnereof 
on the basis of race, color, or creed. 

Kighth. (a) The happening of any of the following events shall constitute a 
default within the meaning of that word as used in this certificate: (1) the failure 
of the corporation to have dismissed within thirty days after commencement, 
any receivership, bankruptcy, or other form of liquidation instituted by or against 
the corporation ; (2) the failure of the corporation to pay the principal, interest, 
or any other payment due on any note, bond, or other obligation executed by it, as 
called for by the terms of such instrument; (3) the failure of the corporation to 
establish and maintain the reserve fund for replacements provided for in Article 
Sixth, Section (d) hereof or the use of such fund except as permitted in said 
section; (4) the failure of the corporation, continuing for a period of fifteen days, 
to perform any of the covenants, conditions, or provisions required by it to be 
performed by this certificate, the By-laws of the corporation, the Mortgage, or 
any contract to which the corporation and the Commissioner shall be parties, or 
fail to carry out in full the terms of any agreement whereby the loan covered 
by the insured mortgage is to be advanced or the project is to be constructed 
and operated. 

(b) In the event the mortgagor is in default under the terms of this certificate 
of incorporation or has failed to perform the covenants required by it to be 
performed under the terms of this certificate or by any Mortgage insured by the 
Commissioner, the Commissioner may require the corporation to furnish at the 
expense of the corporation a complete audit of its books of account duly certified 
by a certified public accountant. 

(c) Upon any default by the corporation, the president or the secretary, or 
either of them, as may be required by law, shall, at the request in writing of the 
holders of record of a majority of shares of the preferred stock, addressed to him 
at the office of the corporation hereinabove designated and stating the purpose 
of the meeting, forthwith call a special meeting to take place within ten days 
after such call, of the preferred stockholders for the purpose of the removal of 
existing directors and the election of new directors. If such officers shall fail to 
issue a call for such meeting within three days after the receipt of such request, 
then the holders of a majority of the shares of the preferred stock may do so by 
giving notice as provided by law, or, if not so provided, then by giving ten days’ 
notice of the time, place, a 1d object of the meeting by advertisement inserted in 
any newspaper published in the county or city in which the principal office 
of the corporation is situated. When such default shall have been cured, the 
president or the secretary, or either of them, as may be required by law, shall, 
at the written request of the holders of a majority of the outstanding shares 
of the common stock of the corporation, call in the manner provided by law, a 
special meeting of the common stockholders of the corporation at which the then 
existing directors may be removed and new directors elected in the usual manner. 
Such officer shall give notice as provided by law, or, if not so provided, he shall 
give ten days’ notice of the time, place, and object of such meeting as above 
provided. 

Ninth. The following provisions are hereby adopted for the conduct of the 
affairs of the corporation and in regulation of the powers of the corporation, 
the directors and stockholders : 

(a) (1) Dwelling accommodations of the corporation shall be rented at a 
maximum average rental per room per month fixed by the Board of Directors of 
the corporation and approved by the holders of the preferred stock. A schedule 
of rentals for the reasonable rental value of each apartment based upon the 
average as so determined shall be filed with the holders of the preferred stock, 
prior to leasing or offering for lease of any of the dwelling accommodations of 
the project, and when approved by them, shall thereafter be maintained except 
as provided in Article Seventh hereof. Dwelling accommodations of the corpora- 
tion shall not be rented for a period in excess of three years nor shall the 
property be rented as an entirety without prior written approval of the preferred 
stockholder. Store accommodations shall be rented at a rental to be fixed by the 
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directors with the prior written approval of the holders of the preferred stock. 
(2) The corporation shall have the right to charge to and receive from any tenant 
such amounts as from time to time may be mutually agreed upon between tenant 
and the corporation with the written approval of the holders of a majority of the 
shares of preferred stock, for any facilities and/or services which may be 
furnished by the corporation to such tenant upon his request, over and above 
the facilities and services to which such tenant may be entitled by virtue of his 
lease, including, among other things, telephone operator and switchboard services, 
electric current, gas, air cooling and conditioning and other additional or ex- 
traordinary facilities or services which may be furnished by the corporation in 
connection with the operation of such housing facilities, 

(b) The corporation shall maintain its accommodations and the grounds and 
equipment appurtenant thereto in good and substantial repair and condition: 
Provided, that in the event all or any of the buildings covered by the mortgage 
shall be destroyed or damaged by fire or other casualty, the money deriving from 
any insurance on the property shall be applied in accordance with the terms of 
the insured mortgage on the premises. 

(c) The corporation, its property, equipment, buildings, plans, offices, appa- 
ratus, devices, books, contracts, records, documents, and other papers relating 
thereto shall be subject to examination and inspection at any reasonable time by 
the Commissioner or his duly authorized agents; the corporation shall keep full 
and complete records of all corporate meetings of directors and stockholders and 
shall also keep copies of all written contracts or other instruments which affect 
it or any of its property, all or any of which may be subject to inspection and 
examination by the Commissioner or his duly authorized agents. 

(d) The books and accounts of the corporation shall be kept in accordance 
with the uniform system of accounting prescribed by the holders of the pre- 
ferred stock. 

(e) The corporation shall furnish the Commissioner within 60 days following 
the end of each fiscal year a complete annual financial report. 

(f) At the request of the Commissioner, or of the holder of a majority of 
shares of the preferred stock, his or their agents, employees, or attorneys, the 
corporation shall give specific answers to questions upon which information is 
desired from time to time relative to the income, assets, liabilities, contracts. 
operation, and condition of the property and the status of the insured mortgage 
and any other information with respect to the corporation or its property which 
may be requested. 

Tenth. The duration of the corporation shall be perpetual. 

To be appropriately executed, acknowledged, and filed with the proper 
authorities of the State where incorporated. 

43650 Rev.3/50. 


Exnurnair ITI 


FeperRAt Hovstne ADMINISTRATION, 
Washington 25, D. C., August 10, 1951. 
Section 608—Rental housing—Letter No. 210. 
Section 207—RH-136. 
Title VITI—Military housing—Letter No. 14. 
To: Directors of all field offices. 
Subject: Establishment of maximum rents and charges in projects operating 
under sections 207, 608, and title VIIT. 


This letter is for the purpose of clarifying procedures and coordinating policies 
with respect to the approval of rent schedules in rental projects involving mort- 
gaves insured under sections 207, 608, or title VIIL, in which ceiling rents are 
subject to control by the Commissioner. 

Prior to occupancy of a project the director of the field office with jurisdiction 
is authorized and required to approve the initial rent schedule or revisions 
thereof as hereinafter provided. Subsequent to first occupancy any increase in 
a rent schedule requires the concurrence of this office. 

In establishing a rent schedule with respect to a particular project it is neces- 
sary that the director consider the section of the act under which the mortgage 
is insured and the amortization rate required by the terms of the insured mort- 
gage. In section 608 and title VIII cases net return, calculated as hereinafter 
provided, shall not exceed 0% percent. In section 207 cases such net return 
shall not exceed 7 percent, or 7% percent in those section 207 cases in which. 
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the terms of the mortgage require amortization by level principal payments at 
the rate of 24% percent per annum. 

The director nay approve a rent schedule which at 98 percent occupancy (on 
the basis of FHA estimates as revealed by the applicabie form 2264W or 2264) 
will yield the appropriate net return on the actual estimated replacement cost 
of the residential portion of the project (including garages and land) plus 
required working capital. If the project contains commercial property, the net 
return thus established will be calculated after elimination from the estimated 
operating cost, taxes, and replacement reserve requirements, that portion of 
those expenses attributable to the commercial portion of the project. This 
elimination will be pro rata on the basis of the ratio of the cost of the com- 
mercial portion of the project to the residential portion. In the discretion of 
the director, such approval may be granted even though in underwriting process- 
ing lesser rents have been determined as appropriate for the purpose of establish- 
ing maximum insurable mortgage amount. 

Rents for commercial space are subject to approval but it is not necessary that 
a ceiling be established on rents for commercial space. The director must deter- 
mine, however, that the rents proposed for such space are sufficiently in accord 
with those anticipated in processing to represent an economically sound rent for 
such space, 

In the event that during the course of construction there has been an increase 
in replacement cost over the estimated replacement cost as revealed in the appli- 
cable form 2264W or 2264, or if subsequent to preparation of such form it has 
been determined that an increase in the estimate of operating cost or taxes is 
justified, such inerease or increases may be considered by the director in estab- 
lishing the rent schedule but may be considered only in the event of substantia- 
tion thereof by relevant, pertinent, and convincing evidence satisfactory to the 
director, coneurred in by the Chief Underwriter, and on file in the Washington 
docket. 

With respect to. projects involving mortgages insured under title VIII the 
director must, in addition to making the determinations heretofore required, 
also obtain from the Military Establishment with jurisdiction approval of the 
rent schedule if sueh schedule provides for rents in excess of those previously 
agreed upon with the Military Establishment. 

If the mortgagor is to provide furniture, a furniture rental may be established 
which will amortize the actual cost of the furniture in not less than 48 months, 
the monthly furniture rental to be fixed at nto more than one-forty-eighth of 
actual cost as determined by pertinent, documentary evidence substantiating 
such cost. In establishing the furniture rental consideration will be given only 
to such basic items.of furniture as rugs, chairs, sofas, beds, bureaus, etc., 
necessary for comfortable occupancy, as distinguished from such items as linens, 
china, cutlery, or similar items, necessary for complete living accommodations. 

No charge shall be made by the mortgagor against tenants in addition to those 
established by a rent schedule approved in accordance with the foregoing 
formulae, nor shall the owners or representatives of the mortgagor, either by 
themselves personally or through entities controlled by them, be permittéd by 
way of subterfuge or otherwise to make additional charges against tenants with 
respect to facilities or services provided at the project. If tenants desire services 
in addition to these contemplated in the establishment of the rent schedule they 
are expected to make arrangements for the same independently and on their 
own behalf. 

Any charge for any facilities or services to be provided by the mortgagor not 
contemplated at the time of processing requires the approval of this office. Any 
proposal for charges other than those contemplated at the time of processing, 
if the director is of the opinion the proposal is sufficiently meritorious to war- 
rant consideration, will be forwarded to this office with supporting information 
and the director’s recommendations. 

Prior to occupaney and at a time sufficiently in advance thereof to permit pos- 
sible necessary negotiation and adjustment, the director will require the mort- 
gagor to submit the proposed rent schedule in triplicate on form 2458 (Rental 
Schedule and Information on Rental Project), such form to be completed with 
respect to the rent schedule and other information required thereby. The direc- 
tora will determine that the proposed schedule reveals monthly rents to be 
charged for all units. Prior to approval the director will determine that the 


rents proposed are not in excess of those permitted by the formulae above 
prescribed. 


75333—56—— 36 
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Approvals of rent schedules will be in writing. The approval will reveal the 
number of rooms in the project and the approved average rent per room per 
month. Copies of approvals shall be distributed as follows: 


Original to mortgagor 

Copy to Assistant Commissioner, Rental Housing, with copy of completed 
form 2458 

Copy to Washington docket, with copy of completed form 2458 

Copy to duplicate docket, with copy of completed form 2458 


Subsequent to first occupancy any increase in a rent schedule requires the 
concurrence of this office. Consideration will be given to increases only when 
it is demonstrated that a substantial increase in operating cost, taxes, or other 
charges has occurred, or is reasonably to be anticipated. The increase, however, 
must be based upon the fact that the present income of the project will no longer 
produce the appropriate net return. Upon receipt of a request for an increase 
in rents subsequent to occupancy at a project involving a mortgage insured 
under title VIII, the Director will require prior to consideration thereof sub- 
mission by the mortgagor of written evidence of concurrence in the request by 
the military establishment with jurisdiction. 

In cases in which it is discovered that rents exceed the limitations herein set 
forth and the Director is unable for a period of 30 days to obtain from the 
mortgagor necessary adjustments, the Director will forward to this office all 
pertinent facts respecting the case for further instructions. 

In considering rent schedules and methods of operation proposed by mort- 
gagors, directors will bear in mind that the objective of this Administration is 
the production of housing designed for occupancy of a relatively permanent 
nature and that transient occupancy is contrary to policy. No approval will be 
granted with respect to a proposal anticipating transient occupancy. 

This letter supersedes and cancels section 608, rental housing letters 145, 157, 
162, 194, and section V, paragraph 10, of section 207, rental housing letter 123. 

Very truly yours, 
’ Crype L. Powett, 
Assistant Commissioner. 
101120 Commissioner’s clearance No. 2316. 


Exurerr III 


FEeperAL Hovustne ADMINISTRATION, 
Washington, D. C., January 3, 1952. 


Section 608—rental housing—letter No. 214. 

Section 207—RH-—142. 

Title VIII—Military housing—letter No. 20. 

To: Directors of all field offices. 

Subjeet: Furniture rentals and transient occupancy. 


Reference is made to section 207, letter RH-—136, section 608 rental housing 
letter No. 210, and title VIII, military housing letter No. 14, issued August 10, 
1951, regarding the establishment of maximum rents and charges in rental 
housing projects. 

Those letters stated that the objective of FHA in its rental housing program 
is the production of housing designed and operated for relatively permanent 
oecupancy and that transient occupancy is contrary to FHA policy. Those 
letters also provide formulae for the establishment of maximum rents for living 
units and a formula for furniture rentals if the mortgagor provides furniture. 
It was further stated that charges by a mortgagor against tenants in addition 
to those approved by FHA would not be permitted, and that no approval would 
be granted for charges for services or facilities not contemplated at the time 
of processing without the prior approval of this office. 

There has now been received at Washington evidence that some mortgagors 
are catering to transient occupancy, engaging in operations approximating those 
of a hotel or motel, and in some such instances there is evidence of violation of 
approved ceiling rents and charges. 

It is obvious, of course, that transient ocenpancy is not feasible in a rental 
housing project unless living units are furnished. It is also apparent in most 
of the cases in question that an operation involving transient occupancy is not 
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economically feasible unless charges are made against occupants in addition to 
the rents and charges approved by FHA. 

In view of the foregoing, it is necessary to supplement and expand the instruc- 
tions contained in the administrative letters hereinbefore cited. 

Effective upon receipt of this letter, no approval will be granted for furniture 
rentals in any rental housing project unless the Director, after analysis appro- 
priate to the particular case, is firmly of the opinion that furniture is essential 
to obtain satisfactory occupancy, and approval of furniture rentals will be 
given then only in the event of prior agreement by the mortgagor not to accept 
any tenancy for a period of less than 30 days. The agreement of the mortgagor 
shall be in the form of a letter addressed to the Commissioner in accordance 
with the exhibit attached hereto. The original and an executed duplicate copy 
of such agreement will be obtained. The original of such agreement will be 
filed in the field office docket and the executed duplicate copy will be forwarded 
to the Assistant Commissioner, Rental Housing, Washington, with a copy of the 
letter of approval. 

If approved, furniture rentals shall not be in excess of those prescribed in 
the administrative letters hereinbefore cited, and in the establishment of such 
rentals there shall be considered only basic items of furniture necessary for 
comfortable occupancy (as distinguished from complete living facilities), as 
prescribed in said administrative letters. 

Cases involving transient occupancy and probable violation of FHA approved 
rents and charges, of which this office is appraised, are not numerous but are 
sufficient in number to warrant vigilance on the part of each director with 
respect to rental housing projects in his jurisdiction in which rents and charges 
are subject to control by FHA to prevent operations in violation of policy as 
expressed in this letter. If, therefore, a director is or hereafter becomes aware 
of operations in any such rental housing project involving transient occupancy, 
he will immediately require submission by the mortgagor of a current schedule 
of all rents and charges against tenants or occupants. In examining such 
schedule, the director will bear in mind that any charge in addition to those 
approved by FHA made against tenants by the mortgagor or by the owners or 
representatives of the mortgagor, either by themselves personally or through 
entities controlled by them, constitutes a violation of the approved maximum 
rents and charges. Upon discovery of any such violation, the director will 
immediately notify this office with detailed information regarding the case in 
order that appropriate instructions may be issued: If upon examination of the 
schedule submitted the director is of the opinion that such schedule does not 
truly reflect the rents and charges actually being made by the mortgagor, or if 
such schedule be in conflict with other evidence available to the director or rents 
and charges actually being made, the director will notify this office with full 
information regarding the case in order that appropriate instructions may be 
issued. 

Very truly yours, 
Cryve L. Powe 1, 
Assistant Commissioner. 
103166 Commissioner’s clearance No. 2489. 


Re (identify project by name, number, and: location). 
To Federal Housing Commissioner, Washington, D. C.: 


The above-identified rental housing project is subject to a mortgage insured 
by you under the provisions of the National Housing Act and all rents and 
charges of any nature against tenants of said project are subject to your approval. 

The undersigned proposes to furnish certain living units in the project and 
to make a monthly charge for such furniture, all as shown by the schedule of 
furniture rentals attached hereto, which monthly charge for furniture will be in 
addition to the maximum monthly rent for unfurnished living units you are being 
requested to approve or which you heretofore have approved. 

The undersigned represents to you and agrees that if furniture rentals as 
proposed are approved or are approved in any other amounts, no tenants for the 
project will be accepted for any period of tenancy of less than 30 days. 

Very truly yours, 


me a ws we 


(Mortgagor) 
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FreperaAL Housing ADMINISTRATION, 


Washington, D. C., February 9, 1956. 
Mr. M. 0. RYAN, 


tmerican Hotel Association, 
Washington, D. C. 


Dear Mr. RYAN: Pursuant to our recent telephone conversation, I am enclos- 
ing herewith a copy of the administrative rules and regulations for section 290 
and section 207, as amended pursuant to the Housing Act of 1954. I am also 
enclosing a copy of FHA Form No. 2472, Mortgagor’s Oath. 

Paragraph 232.16 of the administrative rules includes a statement that the 
mortgage shall contain a covenant prohibiting the use of the mortgaged property 
for any purpose other than that for which it was intended at the date the mort- 
gage was executed. This requirement pertains to multifamily housing projects 
under section 220 as well as those under section 207. 

FHA Form 2472 requires mortgagors of rental properties to certify that no 
part of their rental properties will be rented for a period of less than 30 days or 
operated in such a manner as to offer any hotel services. By letter of August 
20, 1954, FHA insuring offices were instructed to obtain the mortgagor’s oath in 
all future cases under section 207. Subsequently, similar instructions were 
issued in respect to section 220. 

Very truly yours, 
W. BEvERLEY MASON, Jr., 
Special Assistant for Urban Renewal. 


Exursit IV 


MorTeacor’s OatH (Hore) 
FHA Form No. 2472. 
Approval of Budget Bureau not required. 
Date 
SN NI an erect ene Lt 
To the Federal Housing Administration: 


In accordance with the stated intent of Congress and with the provisions 
of the Housing Act of 1954 as set forth in part on the reverse hereof the under- 
signed hereby certifies that so long as the mortgage covering the above numbered 
project is insured or held under the provisions of the National Housing Act, 
as amended, no part of any building will be rented for a period of less than 
thirty days or operated in such a manner as to offer any hotel services to any 
tenant in the building or buildings ; and that the property will not be sold while 
the mortgage insurance is ih effect or the mortgage is held by the Commissioner 
unless the purchaser files with the Federal Housing Commissioner a like certifica- 
tion executed by such purchaser under oath. 


County of 
State of - 
Personally appeared before me this 
, who, after being duly sworn, says that he is 


CRO nesses eesicasessnh nae cl of the 
(Title) 


corporation organized and existing under the laws of the State of 
and that he has authority to execute under oath and has so executed the above 
certification for and on behalf of such corporation. 


(Notary Public) 


U. 8S. Criminal Code, section 1010, title 18, U. S. C.: “Federal 
Housing Administration transactions,” provides in part: “Whoever, 
for the purpose of * * * influencing in any way the action of such 
Administration * * * makes, passes, utters, or publishes any state- 
ment, knowing the same to be false * * * shall be fined not more 
than $5,000 or imprisoned not more than two years, or both.” 


“Sec. 513. (a) The Congress hereby declares that it has been its intent since 
the enactment of the National Housing Act that housing built with the aid of 
mortgages insured under that Act is to be used principally for residential use ; 
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and that this intent excludes the use of such housing for transient or hotel 
purposes while such insurance on the mortgage remains outstanding. 

“(b) * * * 

“(e) Notwithstanding any other provisions of this Act, no mortgage with 
respect to multifamily housing shall be insured under this. Act * * * unless 
(1) the mortgagor certifies under oath that while such insurance remains out- 
standing he will not rent, or permit the rental of, such heusing or any part 
thereof for transient or hotel purposes, and (2) the Commissioner * * * has 
purchased such stock of the mortgagor as the Commissioner deems necessary 
to enable him to prevent or terminate any use of such property or project for 
transient or hotel purposes while the mortgage insurance remains outstanding. 

“(d) * * & 

“(e) As used in this section: (1) The term ‘rental for transient or hotel 
purposes’ shall have such meaning as prescribed by the Commissioner but rental 
for any period less than thirty days shall in any event constitute rental for 
such purposes, and (2) the term ‘multifamily housing’ shall mean * * * (ii) a 
property or project covered by mortgage insured or to be insured under section 
207 * * * 908 * * *or oe = * 9.” 


ExuHIsit V 
Rates of return on net worth before tawes—corporations 


(P. 61, pt. IL: Statistics of income for 1952: (latest available, as of 1956)— 
Treasury Department) 


Hotels and lodging places: 
Preferred stock $52, 761, 000 
Common stock 335, 162, 000 
Surplus reserve 23, 259, 000 
Surplus and undivided profits 576, 876, 000 


1, 008, 058, 000 
90, 122, 000 


918, 936, 000 
101, 352, 000 


Business services : 
Preferred stock 58, 788, 000 
Common stock 350, 118, 000 
Surplus reserve 60, 553, 000 
Surplus and undivided profits__.................___-______ 639, 394, 000 


1, 108, 853, 000 
—108, 899, 000 


999, 954, 000 
182, 765, 000 

Motion pictures: 
Preferred stock 44, 577, 000 


Common stock 296, 260, 000 
Surplus reserve 77, 687, 800 


SoU DUI i SGA VEGOG WIRING a So i a ee 87, 860, 000 


506, 564, 000 
—76, 465, 000 


98, 632, 000 


Senator Sparkman. We will recess at this time and reconvene at 
10 a. m. tomorrow morning in room 301, Senate Office Building. 
(Whereupon, at 4:30 p. m., the committee recessed to reconvene 


at 10 a. m., Wednesday, March 28, 1956, in room 301, Senate Office 
Building.) 
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WEDNESDAY, MARCH 28, 1956 


Unitep Srates Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuscomMiItrre on Hovstne, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 301, Senate 
Office Building, at 10: 15 a. m., Senator John Sparkman (chairman of 
the subcommittee) presiding. 

Present : Senators Sparkman, Lehman, and Capehart. 

Senator Leaman. The hearing will please come to order. 

Senator Sparkman is delayed in getting here because of another 
committee meeting and has asked me to preside for the time being. 
I think he will be here later in the morning. 

The first witness is Mr. John W. Bates, Jr., representing, as I 
understand it, the National Association of Real Estate Boards and 
Mr. Robert E. Scott, vice chairman. Have you any other people that 
you wish to sit with you? 


STATEMENTS OF JOHN W. BATES, JR., CHAIRMAN, AND ROBERT E. 
SCOTT, VICE CHAIRMAN; ACCOMPANIED BY JOHN C. WILLIAM- 
SON, COMMITTEE COUNSEL, AND CHARLES STEWART, DIRECTOR, 
PUBLIC RELATIONS DEPARTMENT, REALTORS WASHINGTON 
COMMITTEE, NATIONAL ASSOCIATION OF REAL ESTATE BOARDS 


Mr. Bates. We would like, of course, to have Mr. John Williamson, 
our counsel, here with us. He will have no statement to make, but 
there may be some questions. 

Senator Lenman. Do you have a prepared statement, Mr. Bates? 

Mr. Bares. Yes, sir; which we would lke to read, if we may. 

Before starting, Mr. Chairman, I would like on behalf of the 
representatives of the real estate boards today to wish you a happy 
birthday. 

Senator Leaman. Thank you very much. 

Mr. Bares. Mr. Chairman and members of the subcommittee, I 
am John W. Bates, Jr., of Richmond, Va. I am engaged in the gen- 
eral real estate business and am here in my capacity as chairman of 
the realtors’ Washington committee of the National Association of 
Real Estate Boards. Our association is appreciative of this oppor- 
tunity to express the views of our members on housing matters now 
before the committee, 

The National Association of Real Estate Boards consists of more 
than 57,000 realtors in more than 1,200 local real estate boards, repre- 
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senting every State in the Union. Our association is the largest rea] 
estate organization in the United States. 

The first part of our statement relates to the problem of urban 
renewal and related matters. Following the portion of the state- 
ment, Mr. Robert E. Scott, of Elizabeth, N. J., vice chairman of the 
realtors’ Washington committee, will discuss the subjects of mort- 
gage insurance and the secondary market operations of the Federal 
National Mortgage Association: 

We fee! that the urban renewal program as provided in the Housing 
Act of 1954 is soundly anerees and, with full application of its 
potential, offers the most direct and equitable large-scale method yet 
devised to combat slums and blight. This approach to the problem 
starts with the recognition that firm enforcement of adequate munici- 
pal standards of health, safety, and sanitation for housing must. be 
the beachhead of large-scale and truly significant local programs to 
eliminate unfit housing conditions and their spread. 

It is true, of course, that this type of governmental antislum action, 
which requires property owners to meet local housing standards or 
demolish structures that cannot be made to meet such standards, is 
not one for Federal administration but must be carried out by local 
government. 

For several years our association has devoted its major civic work 
to building support for this kind of local law enforcement, and for 
coupling this activity with municipal public works to bring about a 
full seale of neighborhood conservation or renewal. e. basic 
strength of the urban renewal idea as we see it is that various measures 
of Federal cooperation with cities are intended to offer, and can offer, 
tangible encouragement to the municipalities for the essential move 
against unfit housing that only municipalities can make. 

However, we believe that the Federal urban renewal program can 
offer greater incentive for this important local government action. 

The initial step a city takes to qualify for Federal assistance is to 
formulate a “workable program for urban renewal.” The purpose 
of this is to demonstrate the city’s willingness and ability to use its 
local powers and resources to combat slums, blight, and unfit housing 
conditions. In securing approval of their workable programs, cities 
at the present time may simply indicate that at some time in the 
future they will undertake enforcement of local housing standards. 
If approval were based on actual performance in this work, rather 
than upon the promise of some future action, much greater incentive 
would be given to the cities to take the essential step that no other 
level of government can take. 

This kind of procedure could. be assured, in our opinion, by an 
amendment which we are proposing to title I of the Housing Act of 
1949, as amended. We believe this amendment. would also cure an 
unfortunate dual standard of eligibility for Federal cooperation 
which appears to us to have crept into the procedure for processing 
workable program submissions, I will explain: pe 

When a city secures approval of its workable program, even if it 
contains only the commitment for future action in enforcement of 
health and safety standards for housing, the city is at once eligible 
for advances to launch programs of, complete urban redevelopment. 
These programs contemplate the acquisition, at public expense, of 
entire areas for clearance and resale of the land for redevelopment, 
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possibly at considerably less than the acquisition cost. This is a 
process which has only a limited potential in dealing with our vast 
areas of urban deterioration and neglect, although we recognize it 
may be justified in extreme cases. 

On the other hand, approval of a workable program with only the 
promise of future action on housing-code enforcement does not qualify 
the community for FHA section 220 rehabilitation-mortgage insur- 
ance. Rehabilitation under section 220 can probably cure a square 
mile of urban neglect and deterioration for every acre that can be 
dealt with by complete redevelopment. The reason for this is that 
FHA, quite reasonably, is not undertaking to insure long-term mort- 
gages in a deteriorated or deteriorating city area if local government 
is not enforcing adequate codes to guarantee that at least a minimum 
standard of adequacy will be maintained in the surrounding area. 
Thus, a line of least. resistance is established, diverting attention and 
action away from a far-reaching conservation process. 

If a prime purpose of the urban renewal program is, as we believe, 
to provide a maximum incentive to cities for applying sean hous- 
ing standards, then we suggest that approval of a workable program 
should be contingent upon the same requirements as to housing code 
enforcement that are applied with respect to seetion 220 rehabilitation 
mortgage insurance. This is the intent of the amendment we offer for 
the committee’s consideration. It would amend section 101 (c) of the 
1949 act by making Federal financial assistance under title I con- 
tingent upon a “workable program,” which program shall include but 
not be limited to— 
minimum health, safety, and sanitary housing standards sufficient to meet the 
requirements of section 220 of the National Housing Act as determined by the 
Federal Housing Administration. 

The fact that numerous cities have launched enforcement of modern 
housing standards without the inducement of any kind of Federal 
assistance is evidence that the requirement we suggest would be a rea- 
sonable one. Cities that have acted on their own in this manner include 
Baltimore, Birmingham, Charlotte, Cincinnati, Durham, N. C., 
Kansas City, Los Angeles, Newark, New Orleans, Norristown, Pa., 
and Savannah. 

We believe that section 220 stands in need of practical fieldwork to 
explain its potential and to clarify its operations. We recognize that 
industry shares the responsibility for this. The principal work of our 
Build America Better Committee in 1955 was educational work on 
behalf of section 220. This year we are expanding our own work in 
the field on this program. While this important tool for urban re- 
newal has not. been put to use to the degree that we had hoped, we feel 
confident that it can be highly productive in putting new life into 
typical urban areas that need the conservation and renewal treatment. 
It represents the first-mortgage-insurance program in our history that 
cannot, be put into motion simply by the concerted action of borrower, 
lender, and insuring agency. It must be initiated by municipal gov- 
ernments, and that 1s where more intensive fieldwork needs to be done. 

For example, we cite a few of the widely prevalent misconceptions 
that need to be cleared up: 

(1) Although labeled “Rehabilitation and Neighborhood Conserva- 
tion Insurance,” section 220 is most frequently looked upon as ex- 
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clusively a program for financing new construction. The only 
commitments to Insure under section 220 that have yet been made are 
for new construction. 

(2) Section 220 mortgage insurance is designed for use in specific 
urban renewal areas in combination with grants to assist in clearance, 
in the same area, of sites on which the structures are unsalvable. Sec- 
tion 220 may also be used in areas where no other measure of Federal 
cooperation is being applied. Yet, there has been established a wide- 
spread view that unless a city seeks Federal grants for urban redevel- 
opment, it cannot get any area qualified for section 220 rehabilitation 
insurance. 

(3) Despite the fact that the Housing and Home Finance Admin- 
istrator and the Urban Renewal Commissioner personally took part 
in ceremonies to present approval of workable programs to Texas 
cities, which are not authorized to use the power of eminent domain 
in urban renewal programs, there still persists the view that the door 
to rehabilitation insurance is shut to cities that are not authorized 
to use eminent domain powers in this connection. 

As we understand the law, we are convinced that each of the above 
ideas is a misconception. We are greatly encouraged, however, by 
assurance given by the HHFA Administrator that they will be 
cleared up. 

We would like it understood that these comments do not mean we 
are opposed to urban redevelopment grants in those instances where 
they are used to clear sites of severe deterioration which is beyond 
rehabilitation. Nor do we mean to suggest that we disapprove the use 
of section 220 mortgage insurance in the financing of new construction 
in urban renewal areas. 

Later in our presentation, Mr. Scott will present some specific 
amendments which are designed to make more effective section 220 as 
it relates to the construction of rental housing in urban renewal areas. 

The bill, S. 3302, would make the important title I program perma- 
nent, increase the maximum loan amount from $2,500 to $3,500, and 
with respect to multifamily structures, increase the maximum loan 
amount from $10,000 to $15,000 and the per unit limit from $1,500 
to $2,500. The bill would also increase the term of the loan from 
3 to 5 years, at the discretion of the FHA Commissioner. 

The extension of the maturity period to 5 years is particularly 
important because it has a direct bearing on the monthly costs of home 
improvement. We urge the committee to make the 5-year maturity 
period a statutory limit rather than allow the Administrator the dis- 
cretionary authority to vary the term from 3 to 5 years. 

The proposed changes would stimulate the improvement of much 
of our inventory of existing housing and assist materially in restoring 
many neighborhoods to sound, healthy condition. Federal loans and 
grants at best can deal effectively with only a fraction of the Nation’s 
total slum and blight problem. It is as important to prevent the decay 
of existing housing as it is to remove slums. Only through a many- 
pronged effort will the Nation successfully meet the challenge ex- 
pressed so dramatically by the President’s Advisory Committee on 
Housing—that at the 1953 rate of slum clearance and demolition the 
job of eliminating slums would take over 200 years. 
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We urge, therefore, the extension and expansion of the title I 
program as provided in S. 3302 as one of the major weapons in the 
nationwide effort to improve family living conditions in our neigh- 
borhoods and cities. 

We also recommend to the committee’s favorable consideration the 
provisions of §. 3302 that would liberalize the terms of FHA section 
»21 mortgage insurance for families required to relocate as a result 
of urban renewal programs and other governmental action. 

These changes would increase the maximum insurable mortgage 
from $7,600 to $8,000—or from $8,600 to $10,000 in high-cost areas— 
would increase mortgage insurance from 95 percent to 100 percent of 
value, with a minimum cash outlay of $200 for settlement, and in- 
crease the amortization term from 30 to 40 years. This is proposed, 
of course, only for those families required to relocate, and only in com- 
munities which have secured approval of workable programs for 
urban renewal, We believe these changes will increase the extent 
to which homeownership may be employed to meet relocation needs. 

We urge the committee to consider whether the following two 
changes proposed in S, 3302 should be enacted : 

(1) Section 302 (a). This would extend to an entire urban re- 
newal area the present requirement applicable only to urban rede- 
velopment areas that an area either be predominantly residential to 
begin with or else be redeveloped for predominantly residential use. 
Because the greater part of an urban renewal area could be devoted 
almost exclusively to rehabilitation, the proposed change could mean 
that the redeveloped portion could be exclusively commercial or in- 
dustrial. Thus the basic purpose of the urban renewal program could 
be circumvented by directing the major part of Federal funds into 
nonresidential purposes. 

(2) Section 304 would permit an amount equal to the taxes which 
would be paid by a local public agency, if the property were taxable, 
to be considered as part of the gross project cost of a title I project. 
This is calculated to encourage municipalities to exempt such prop- 
erty from local taxes and shift the burden from such tax losses to 


home and other property owners. We see no valid reason why the 
Federal taxpayers shoul pay two-thirds of the taxes of a local public 


agency when in fact no such taxes are levied or paid. 

We recommend that neither of these sections be included in any 
housing bill reported by this committee. 

That concludes my part of the testimony, Mr. Chairman, and I 
would like to ask Mr. Scott if he would continue. 


. Sensi Leuman. Senator Capehart, do you want to ask any ques- 
tions 


Senator Caprnart. No. 

Mr. Scorr. Mr. Chairman and members of the subcommittee, my 
name is Robert E. Seott of Elizabeth, N. J. I am a real-estate broker, 
builder, and mortgage banker. I a before this subcommittee in 
my capacity of vice chairman of the Realtors’ Washington Committee, 
National Association of Real Estate Boards. © 

This statement on behalf of our association will concern itself with 
the provisions of several bills pending before the committee relating 
to the Federal Housing Administration, Federal National Mortgage 
Association, sailitars: tamihe housing, and public housing. We will 
cover these in the order named. 
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As to FHA section 203, we have now experienced more than 20 years 
in the operation of this vital section of the FHA insurance system, 
Surely it has by now fully demonstrated its value to the national 
economy and the principle of homeownership. The Congress almost 
annually has painstakingly sought to make section 203 perform its 
mission more effectively, and the recommendations that we suggest 
here would in our opinion continue the program along the broad lines 
laid down by this committee in the Housing Act of 1954. 

At that time, the Administration recommended that the ratios of 
loan to value and maturities with respect to the section 203 program 
be made equally applicable to-existing homes and new construction. 
You will recall that although the Congress did not provide for that 
parity, nevertheless the difference in maturities and loan-to-value 
ratios as shown between new and existing housing was narrowed con- 
siderably. On new construction the maximum loan was increased to 
95 percent of the first $9,000 but on existing homes to only 90 percent 
of the first $9,000, since reduced by credit curbs to.93 percent and 8&8 
percent, respectively. We now make the plea that the committee 
further consider the problem raised at that time, and remove the 
remaining disparity. The great bulk of our housing inventory at any 
time is in existing structures. Obviously, most families must look to 
this inventory as their principal source for housing. No one could 
seriously contend that the Nation’s home-building industry must gear 
itself to providing new construction for all of our people. 

Our division of research has found that the recent tightening of 
the mortgage market has had its most serious effect on the financing 
of existing homes. As a result, more and more families have been 
forced to go into the conventional market for the financing of such 
housing. This has resulted in a denial—or at least a delay—of home- 
ownership to many of these families because of the larger down- 
payments, higher interest rates, and shorter maturities which are 
characteristic of conventional loan financing. 

Results of our association’s recent mortgage market survey, winter 
1955, which have already been supplied to the staff of this subcom- 
mittee, show that a prevailing interest rate of 5 percent was reported 
in 48 percent of the areas surveyed. However, for more than half 
of the communities a rate of above 5 percent, or a combination of 5 
percent and over, was noted for mortgages on existing homes. 

We strongly recommend that the committee help solve the growing 
problem of the financing of existing homes by removing the disparity 
between maximum mortgage insurance obtainable on existing homes 
and that obtainable on new construction. Later on in this statement 
we will propose a change in the operations of FNMA which will fur- 
ther assist in the adequate financing of existing homes. 

As to the FHA trade-in house program, the subcommittee is aware 
of the wide publicity given the trade-in house program as a device 
to assist families already owning their own homes to purchase other 
existing or new homes as their mncomes increase and as the needs of 
their families dictate. The FHA trade-in program was first thade 
possible by the Housing Act of 1954, which permitted an FHA loan to 
be closed in the name of a mortgagor who was not the owner-occupant, 
provided the loan-to-value ratio would be 85 percent of that to which 
the owner-oecupant would be entitled. The FHA in its administra- 
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tion of this program has limited its application to the builder. We 
feel that it has been little used because the average builder’s operations 
are not geared to the handling and sale of existing housing. 

On the other hand, the operations of many real-estate brokers are 
particularly adaptable to the effective utilization of the trade-in de- 
vice. We are hopeful that the FHA and the Congress will extend 
the application of the trade-in provisions so that a broker who sells 
an existing or new home could temporarily acquire title to the pur- 
ehaser’s old home with an FHA-insured loan on terms similar to those 
provided the builder. We fail to see any valid objection to placing 
the real-estate broker on equal terms with the builder. We are confi- 
dent that an extension of the trade-in principle to the broker will 
result in affording many families the opportunity to purchase existing 
homes more suitable to their growing needs. 

We do not believe legislation is required. We strongly recommend 
that the committee, if it looks with favor upon the extension of the 
FHA trade-in device to real-estate brokers as well as builders, make 
such comment in its report as may accomplish this worthwhile 
objective. 

We also recommend that the provisions of section 203 be amended 

to increase the maximum mortgage for the nonoccupant mortgagor 
from the present 85 percent of that amount to which an owner-occu- 
pant is entitled, to 85 percent of the FHA appraised value. 
' We would like at this point to refer to S. 3296, cosponsored by the 
chairman and Senator Fulbright, which provides that the FNMA 
stock subseription shall be reduced to the same extent that the prices 
quoted by FNMA fall below 9814. While this concerns FNMA, it is 
more closely related to the entire problem of discounts—and that is 
why we would prefer to diseuss the bill at this point in our statement. 
We hope that the subeommittee will not approve the bill. It would 
treat the FNMA stock subscription as a discount which is not the 
case. 

Now, as to the question of discounts: We are mindful of the current 
discussions of this problem and of the fact that in some areas the 
discounts are large enough to prevent many would-be homeowners 
from consummating the purchase of a home. We are also aware that 
real-estate brokers in many instances fail to consummate a transaction 
because the seller cannot absorb the discount; not too infrequently the 
real-estate broker himself absorbs part of the discount. 

However, the banning of discounts will never solve the problem. 
Such control over the price of money would inevitably create an even 
greater scarcity of mortgage money, just as price control over any 
commodity tends to remove that commodity from the market. The 
discount practice is a direct and inevitable result of the fixed interest 
rates on FHA and VA loans, and the only workable solution— ad- 
mittedly an unpopular one—is to provide some flexible formula which 
would permit these rates to rise or fall in accordance with the disci- 
plines of the market. The subcommittee will recall that such a formula 
was recommended by the President’s Advisory Committee and by the 
administration in 1954. This formula would have provided for flexi- 
bility and minimized the effects of discounts by gearing the interest 
rates to a constant differential with the yield on Government obliga- 
tions having a maturity of 15 years or more. We recommend that 
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the subcommittee give further consideration to such a formula which 
would provide needed flexibility in the interest rates on FHA and VA 
loans, within reasonable limits. 

As to section 207, our recommendations with respect to changes in 
the FHA multifamily programs are influenced by our concern with 
the growing need for rental housing, particularly in the large urban 
communities—a need we regret is not being fully met for several rea- 
sons. We were therefore very heartened to note from the excellent 
report of the Subcommittee on Housing of the House Banking and 
Currency Committee that we are not alone in our analysis of the rea- 
sons for the dearth of rental housing. 

We respectfully invite this subcommittee’s attention to the discus- 
sion of this problem and the recommendations appearing in the Rains 
subcommittee report. In the words of the report, “The nub of the 
problem facing most cities and the FHA seems to be the difficulty 
in attracting risk capital into multifamily rental housing investment.” 
A partial explanation of this problem may be found in our tax laws, 
which inhibit the investment of equity capital by spreading its return 
over a long period of time at a relatively low yield. The subcommit- 
tee went on further to point out that a project requiring a 20-percent 
equity is not far different from a conventionally financed project and 
that, moreover, “in a conventional project the sponsor is freed of all 
concern over Government redtape and does not subject himself to Gov- 
ernment control of its rent schedule or its dividend rates.” The sub- 
committee recommended that if the Government is to encourage addi- 
tional moderate-rent housing under section 207, it would appear de- 
sirable to offset the burden of the section 207 controls by reducing the 
amount of long-term equity investment required. 

We therefore recommend that the FHA section 207 program be 
amended so as to increase the present 80-percent ratio of loan to value 
to 90 percent. Departing from my statement, unless the interest rate 
is increased above its 414 percent figure right now there will not be any 
equity money for this type of investment. 

As to section 220, the same impediments which deter the flow of risk 
capita] into the section 207 program are equally applicable to rental 
housing constructed under the section 220 program in urban renewal 
areas. Congress recognized this by providing a 90 percent ratio of 
loan to value for this program in the 1954 act. The section was 
further amended in 1955 by basing the loan on replacement costs 
rather than value. 

The second problem is to encourage the new construction of section 
220 projects at rent levels low enough to permit occupancy by low- 
and moderate-income families. We believe that section 220 should 
be amended to meet this objective. We note that the Rains subcom- 
mittee, which held hearings in several cities inquiring into the dearth 
of activity under this program, discussed several changes which in our 
opinion are well calculated to meet the overall objectives of this 
section. These changes are as follows: 

(1) In order to reduce debt servicing requirements and thereby 
permit lower rents, the present amortization plan under section 220 
should be changed from “accelerating curtail declining annuity” to 
the “level annuity” amortization plan now applicable to individual 
housing programs. For example, the use of a 40-year level annuity 
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mortgage would result in a 16 percent reduction in the initial annual 
debt service on which project rents are based, and would permit a 
reduction of approximately $10 in the monthly rent per apartment. 
We understand that the level annuity amortization plan is already 
permitted on section 213 (coo rative) housing projects. _ 

(2) FHA should permit a builder’s profit of 10 percent instead of 
the present 5 to 9 percent, and the profit percentage should apply 
to the total cost of a project rather than to the construction cost alone. 
You may recall that the recommendation for a 10 percent builder’s 
profit was approved by this committee last year, but was eliminated in 
conference. J i 

(3) The present antimortgaging out provision to which section 220 
is subjected should be amended to require that only the excess of the 
mortgage over the actual certified costs be remitted to the mortgagee. 
This is similar to the antimortgaging out provision which was ap- 
plicable to Wherry and defense housing prior to 1954. That year, 
as a result of the section 608 investigations, the law was amended to 
require the remission of the excess of the mortgage over the approved 
percentage of actual costs. 

This proposed amendment would still preclude the possibility of 
windfalls, but it would permit an efficient builder to obtain a mortgage 
sufficient to cover a larger percentage of his construction costs. In 
the words of the Rains subcommittee report, this proposal “would 
seem to have considerable merit as a device for attracting the participa- 
tion in the section 220 program of the more efficient and experienced 
builder.” 

(4) The maturity for new construction should be extended 50 years 
instead of the present 40 years. We believe that a 50-year maturity 
is realistic for fireproof buildings built according to FHA minimum 
standards. Such maturity would reduce section 220 rent levels to 
meet the incomes of many families who desire rental housing. 

(5) We also endorse the administration’s proposal in S. 3302 that 
in multifamily housing the cost certification, once approved by FHA, 
would be incontestable in the absence of fraud or material misrep- 
resentation. 

As to percentage stock subscription in FNMA secondary market 
operations, the present 3 percent capital stock subscription, coupled 
with the prevailing discounts and 14 percent or 1 percent atin 
and marketing fee, imposes an unreasonable burden on those doing 
business with FNMA. We, of course, subscribe to the view that there 
must be private capital subscriptions as a requirement for doing busi- 
ness with this secondary market source, if the facility is to become 
privately owned. However, the cost can be so burdensome as to 
make the program either self-defeating or reduced in effectiveness to 
a fraction of its potential. 

We strongly urge an amendment to the FNMA charter act which 
would reduce the stock subscription requirement to not more than 
2 percent instead of the present not less than 3 percent. We believe 
that the proposed 2 percent ceiling is more conducive to the results 
we seek in this recommendation than the 1 percent or more proposed 
in §, 3802, which in practice could still result in 3 percent, or even in 
excess of that, by administrative determination. 

We urge approval of the recommendation in S. 3302 that there be 
no maximum limits on FHA-insured and VA-guaranteed mortgages 
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otherwise eligible for purchase by FNMA, except those limits imposed 
by the insuring or guaranteeing agency. 

We also recommend that FNMA be required to purchase any FHA- 
insured or VA-guaranteed loan offered to it for sale. The variation 
in the price which FNMA will pay for different loans should reflect 
FNMA’s estimate of the loan’s desirability as well as the general 
market. We believe this to be far more effective than the present 
system of rejecting a loan altogether because of the application of 
criteria imposed by some private investors for the same type of 
mortgage. 

We believe that this change would materially assist in the acquisi- 
tion of existing houses by many who are unable to afford new con- 
struction. We cannot overemphasize the importance of this existing 
inventory in meeting the housing needs of the overwhelming majority 
of the American people. We estimate that about 3 existing houses are 
acquired for every transaction involving new construction. If the 
house is sound and complies with FHA and VA minimum require- 
ments, both these agencies are willing to insure or guarantee these 
loans upon the basis of their appraisal. Yet, FNMA refuses to buy 
many of these loans because of alleged difficulty in reselling them to 
institutional investors, many of whom, for reasons of their own, try 
to pick off new construction for their investment portfolio. 

We recommend that the secondary market operations be expanded 
to include advance commitments with the following limitations which 
would deter abuses and minimize the use of this secondary market 
operation as a source for primary funds: 

(1) A 1 percent commitment fee, one-half of which would be refund- 
able to the seller upon surrender of the advance commitment. before 
its expiration date. 

(2) The seller and holder purchase the required percentage of capi- 
tal stock simultaneously with the execution of the advance commit- 
ment agreement. 

Surely, these requirements would make advance commitments con- 
sistent with sound business practices, yet assist materially in provid- 
ing needed funds for builders and lenders during a tight money period. 

Under existing law FNMA is required to establish from time to time 
prices for mortgages purchased in its secondary market operations 
“at the market price for the particular class of mortgages involved.” 
This is a rather rigid formula and is responsible for FNMA’s de- 
pressing the market in many areas during the early part of 1955—a 
situation which existed until the market declined to the FNMA price 
level toward the end of the year. 

We endorse the proposed amendment in S. 3302 which would author- 
ize the association to buy loans “within the range of market prices” 
instead of “at the market price.” Such an amendment would enable 
FNMA to take into account the reasonably foreseeable market for 
mortgages as well as yields and foreseeable price trends on other 
forms of investment. The proposed flexibility would also reduce to a 
minimum the chances of FNMA depressing the market for FHA and 
VA loans. 

On FNMA mortgage discount operations, while we believe that the 
above recommendations will more materially assist FNMA in fual- 
filling its statutory objectives, we feel that FNMA will not reach its 
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maximum potential in serving as a backstop to private enterprise in 
the leveling out of peaks and valleys in the ae of necessary mort- 
gage credit, until its recently adopted mortgage warehousing pro- 
cedure has been further streamlined. 

Just as the Federal Reserve System has provided stability in the 
field of commercial banking and the Federal Home Loan Bank Sys- 
tem has assisted institutions such as savings and loan associations, sav- 
ings banks, and insurance companies in discharging their public re- 
ponsibilities, we feel that a mortgage discount operation to FNMA is 
essential to insuring a continuous and adequate supply of mortgage 
financing to meet the housing needs of the American people. 

Such an operation could and should be established within the frame- 
work of FNMA, in such a way as to preclude competition with private 
sources of home mortgage funds, and with the further advantage of 
accelerating the praiseworthy objective of ultimate private ownership 
of FNMA. 

The present FNMA warehousing arrangement is providing a source 
of standby commitments and interim financing for a very limited 
section of the country, the principal activity being confined to 4 States. 

We commend to your favorable consideration a plan whereby 
FNMA would be empowered to make temporary loans to mortgage 
lenders on the security of any FHA-insured or VA-guaranteed loan, 
subject to the following conditions: 

(1) Only those lenders subscribing to a minimum’ of $5,000 in 
FNMA capital stock would be eligible to “warehouse” (or discount) 
FHA or VA mortgages with FNMA. 

(2) The maximum dollar amount of warehouse capacity would be 
restrieted to 40 times the dol'ar amount of capital stock held by the 
lender. 

(3) The lender would be required to purchase additional FNMA 
capital stock to the extent of 1 percent of the principal balance of each 
loan tendered. 

(4) The maximum amount which any lender might borrow on the 
security of any loan offered would be limited to 95 percent of the 
unpaid principal balance due on the mortgage. 

(5) Each borrowing from FNMA would be subject to full recourse, 
and a lender’s failure to refund any borrowing at the expiration of a 
9-month term would result in transfer of the security to FNMA. 

(6) The interest rate on the borrowing from FNMA would be the 
rate of interest on the FHALor VA mortgage offered as security. 

(7) Upon repurchase of a loan, the lender would pay to FNMA 
the balance due on his borrowing, less any payments on account of 
principal, plus accumulated interest to the date of payoff. 

(8) The 1 percent capital stock accompanying each warehouse 
transaction would be nonrefundable, and this 1 percent capital stock 
could not be reused as a base for future transactions. 

Here is how the plan would work : The ABC Mortgage Co., an estab- 
lished lender, is active in the-origination of FHA and VA loans in its 
own area of operation. Suddenly and without warning its ware!ouse 
facilities are severely curtailed or cut off because of a temporary short- 
age of funds brought about by abnormal demand or local banking 
restrictions. ABC is faced with the necessity of either defaulting 
on its own existing commitments to builders and/or buyers or seeking 
outside assistance. 


75333—536—37 
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ABC could purchase $5,000—or even $10,000, or even more worth 
of FNMA capital stock and thereby obtain a $200,000 to $400,000 line 
of credit for the warehousing of FHA and VA loans. ABC closes 
with its own funds a $10,000 GI mortgage and delivers the title papers 
and accompanying exhibits to FNMA, together with ABC’s check for 
$100 (1 percent) for purchase of additional capital stock. FNMA 
would credit the ABC account with $9,500. Within the 9-month 
warehousing period ABC finds a permanent investor for the GI loan 
at an acceptable price, obtains the return of the mortgage papers for 
delivery to the permanent investor upon the execution of a trust re- 
ceipt. The permanent investor pays ABC for the loan and ABC dis- 
charges its obligation to FNMA by refunding the $9,500 borrowing 
less any payments previously made on account of principal, with 
accumulated interest at 444 percent per annum. 

ABC would retain the original $5,000 (or $10,000) in capital stock 
and the $100 in additional capital stock and would have a continuing 
line of $200,000 (or $400.000) in mortgage warehousing credit. 

We are confident that this proposal would accomplish the twofold 
objective of insuring an even flow of home mortgage funds without 
cost to the taxpayers and providing a medium for the orderly and 
expeditious transfer of all FNMA stock to private owners in less 
time than it would take under the present FNMA plan of operations. 

On military housing, the bill, S. 3309, by Senator Capehart, pro- 
poses certain amendments to title VITT of the National Housing Act 
designed to provide family housing for military personnel. 

We share with the Senator and the Congress the desire to bring about 
the early provision of needed family housing for the armed services. 
We agree that adequate family housing is a vital factor of morale, and 
to the extent that the need is not met the national security is thereby 
impaired. 

While we are sympathetic with the objectives of the title VIII pro- 
gram and the proposed amendments, we must warn against excessive 
programing of projects which could have serious effect on the real 
estate economy in many cities which have provided housing to service- 
men for many years. 

During the past 2 months our association has received telephone 
calls, telegrams, and letters from several parts of the country deploring 
the programing of substantial numbers of units in areas already 
experiencing rental vacancies. We are particularly concerned that this 
programing has resulted in FHA’s tightening of builders’ commit- 
ments sharply below the normal building activity for the areas in- 
volved. 

We ask, therefore, that the title VIII program continue to function 
as Congress intended, but we feel that the Department of Defense 
should formulate and apply reasonable criteria as to determination of 
need. 

We have already conferred with the Department of Defense and 
recommended that local commanders discuss the housing needs of their 
personnel with local real estate boards and builders’ associations in 
order that such needs may be met with the minimum adverse impact 
on the communities affected. Our local boards will be more than 
willing to make their services available for this purpose. 

We are aware that the House Armed Services Committee has added 
un amendment to the military construction bill which would require 
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that the Armed Services Committees of the two Houses approve all 
title VIII projects. Perhaps this might provide an appropriate me- 
dium for the proper determination of the military’s actual housing 
Cs Seale Carenart. Are you really serious about this last suggestion ? 

Mr. Scorr. Well, this suggestion has been made, and it appears to 
us that this might provide the answer. We are concerned, Senator, 
with the number of 

Senator Capenart. How would it function when Congress is not in 
session ? 

Mr. Wiuuramson. I wonder if I could make a statement on that? 
As to the mechanics of it, we are confident that in the 6 months that 
Congress would be in session the Department of Defense could esti- 
mate its needs for the coming year. However, we are not sold on any 
particular formula. Weare primarily concerned with the Department 
of Defense applying a reasonable criteria of need. We agree with you, 
Senator, that it would be far better if the local commanders could sit 
down with the local people and make an estimate of need that will not 
have the apparent adverse effect it is having on many of the communi- 
ties. We are not saying that our people are right, but there must be 
ground for some of the complaints that we are getting. Now, it may be 
that some of the local commanders are issuing statements to the press 
that they need 2 or 3 thousand units when in fact they end up with 500, 
but the minute they make the statement the damage is done. 

Senator CarrHarr. The local commanders do not make the deci- 
sion. The decision is made here in Washington by the Defense Estab- 
lishment and FHA, 

Mr. Wuu1Amson. But the determination of just how much housing 
the community is credited for is a matter for the decision of local 
commanders. 

Senator Cargnart. It seems to me that this suggestion that the 
committees pass upon this is just. a method to kill it. 

Mr. Scorr. That was not our intent, Senator. 

Senator Carrnart. I do not think that was your intention, but | 
am wondering if that would be the end result. I see no more neces- 
sity for having Congress pass on this matter than I do for Congress 
to pass on every other aspect.of FHA housing. Why do we not pass 
on FNMA commitments, and why do we not pass on all these other 
things? 

Mr. Scort. FHA has little or no control over this military housing. 

Senator Capenart. It has 100 percent control 

Mr. Scorr. They have to insure. 

Senator Caprmartr. The Defense Establishment cannot go forward 
without their approval. 

Mr. Scorr. But they have to approve upon certification by the 
armed services. 

Senator Caprnarr. No, they do not. 

Mr. Wirz1amson. If the Department’s needs are in excess of the 
determination of FHA, they guarantee any loss. 

Senator Carenart. We put that in there. 

This is quite a queer suggestion to me. I know it was written into 
the military housing section, but I think it was written in primarily 
to hinder this whole business. Of course, maybe you gentlemen want 
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it. If you do then I would recommend if we are going to write into 
these bills that the administration has got to come back to the com- 
mittees to get approval to do a certain thing then let us write it into 
all of them and not just one. If it is good for one end of this busi- 
ness, it is good for another, is it not? 

Mr. Wii1iAmson. It certainly is not our purpose to try to hinder 
this bill. 

Senator Capenart. I know it is not your purpose to do that. | 
am well aware of that, but I am wondering if we are not talking 
about setting up a precedent that would be terribly, terribly bad. 
The Congress is in session maybe 6 months and 6 months it is out 
of session. How would the President or the executive branch of the 
Government function under any law if they had to come back to the 
Congress, come back to committees, particularly—get permission of 
both committees? That would require hearings. Would we call the 
full committee together and sit for 2 or 3 or 4 days and get all the 
facts, or would the chairman pass upon it or would the chief clerk 
of the committees pass upon it? Who would pass upon it? 

Mr. Witi1amson. I think they would follow the same procedure 
they follow now on acquisition of real estate in excess of a certain 
amount. Ithink they meet about once a week and just 

Senator CareHart. Who meets once a week ¢ 

Mr. Witi1amson. The Armed Services Subcommittee on Real 
Estate. 

Senator Carenarr. Not the Senators and Congressmen. 

Mr. Wiiu1amson. Yes, sir. 

Senator CareHart. They cannot meet when they are not here. 

Mr. Wiriu1amson. But they approve all these acquisitions while they 
ure in session—the Subcommittee on Real Estate Acquisition~of the 
two Armed Services Committees. But let me assure you, Senator, in 
behalf of our association, that we would far prefer to see this thing 
work and work right without having to come back to the Congress. 

Senator Carenart. I think it is important to get good housing for 
the military if we are going to reduce the expenses of the military and 
keep the boys in the service. That is important if we are going to 
have good housing for them. Frankly, I hate to see any stone thrown 
in the way of getting this job done. To me it looks as though this is 
purely an effort—I do not mean on your part, but I mean on the part 
of some association—to do that. You state up here that you have 
several parts of the country Se the programing of substantial 
numbers of units. Now, “deploring,” of ‘course, is a pretty strong 
word. Could rom give us the parts of the country or the camps in- 
volved in that? 

Mr. Scorr. Yes, we can, Senator. 

Senator Carpenartr. We would like to have those. We are just as 
anxious as you are to make certain that they do not build houses that 
are not needed. Believe me when I say that. Likewise, we are just 
as anxious as we can be—I think every member of this committee is— 
to make certain that every serviceman does have a decent house. 

Mr. Scorr. We are in complete sympathy with that objective, Sena- 
Seine Carenart. We do not want them built where they are not 
needed. We do not want them built where they are going to interfere 
with the economy of a given town or a community. We do not want 
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to see anything that will so tighten this thing up that you will not get 
housing where it is needed. For example, the Air Force have their 
bases, as you know, out in small towns away from the big cities as a 
rule. I would hate to see them slowed down because of this. Do you 
have some of them? I would like to get into them. 

Mr. Witu1amson. We have 12. Let me say this, Senator. When 
we receive communications on this we ask our local people to supply 
the necessary data. We then contact the Department of Defense, and 
sometimes we find out that the Department of Defense itself has 
agreed that the request is excessive, and in many cases the projects 
are reduced, for example, from 1,000 to 300. So the very fact that 
we submit a list—we have 10 or 11 areas—does not mean that the com- 
plaints are completely justified. 

Senator Caremart. I share your concern 100 percent that we do not 
want to build a single house under this military housing section that 
is not needed. We do not want to build a single one if there is a house 
there now that will fill the purpose. By virtue of the same thing, I do 
not think that anybody wants to curtail the building of needed houses 
for the military. That is why I dislike to see a section such as this 
put into the act. First, I think it is a very, very bad criterion. I think 
it is a very, very bad precedent to set up. If you can do it on this 
particular title then there is no reason why the Congress should not 
take over the duties of the Executive and do it on all housing titles. 

Mr. Scorr. Senator, perhaps a more adequate survey in the field 
might solve the problem in the local area. 

Senator Capenart. I think of the FHA sitting there, and if they 
do not think these houses are needed they refuse to insure them. Then 
the Defense Establishment if they want them beyond that they have 
to guarantee the loans themselves. I do not know how you can better 
get it called to their attention that you better stop, look, and listen and 
recheck the whole thing and resurvey. If there is a better way to do 
it, 1 am perfectly agreeable to it. We went very thoroughly into the 
need for military housing. The Wherry Act, as you know, did not 
work satisfactorily. It is just not an easy problem. It is not an easy 
problem for you gentlemen, meaning the builders and real estate peo- 
ple, because you know they traasfer these boys every 6 months or every 
year, and they are coming and going all the time. It is not an easy 
thing to handle at all. I would hate to see criteria set up where the 
executive branch has to: come to the two committees of Congress to get 
their approval on these things. I do not know how it would work 
unless the committees are going to spend a lot of time on it. Unless a 
man knows all the facts about something, he had better not say yes 
or ho. To get all the facts would require a lot of time, as you can 
well see, Senator Lehman. You would just have to sit here on every 
project—we would as a committee—and listen to all the testimony. 
We might even have to go out in the field if we wanted to make an 
honest decision based upon our own knowledge rather than taking 
somebody’s word for it. 

Mr. Scorr. Senator, I would like to make it very clear that our as- 
sociation is very much in sympathy with the providing of adequate 
housing for the military personnel, with the single proviso that there 

the minimum adverse impact on the local economy. 

Senator Leuman. The proviso that what? 
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Mr. Scorr. With the proviso that there be the minimum adverse ef- 
fect on the local communities. 

Senator Carrenarr. I think that is in the law now. I believe that 
was written in there. 

Mr. Wiutu1amson. That is actually written in the law, and I think 
the regulations of the Department of Defense are adequate. QOur 
complaint is that we do not believe that they are strong enough, or 
they are being followed as they should be in the lower level. 

Senator Carenarr. I would say it would make more sense to me 
that all these slum clearance projects and public housing projects 
onght to come back to the Congress or to the committees for approval. 
They affect more people than does this program. I would think they 
ought to come back for approval if we are going to say that the mili- 

tary housing ought to come back, particularly slum clearance, because 
that really ‘affects a lot of people. It has to affect a lot of people. 
But I think this thing maybe is moving along pretty good. I am not 
unmindful of the fact, as T know Senator Lehman is, that these local 
commanders may get overexcited and overambitious, but that thing 
gets away back’ here and gets checked and rechecked and double. 
chee ked, guaranteed by FH ‘A and reguaranteed if it is going to be by 
the Defense Establishment. I would say it was in pretty good shape. 

Mr. Wit1aMson. I will say the Department of Defense in many 
instances has after study reduced the numbers materially. 

Senator Capenart. They would be subject to terrific criticism if 
they do at any one point overbuild, unless it is just an honest mistake 
that they make. Have you that list? You say there is a list of them. 
Would you put it in the record? 

Mr. Wiiu1amMson. Yes, sir. 

Senator Capenart. May I see the list? Give a complete list, with the 
addresses. I think we ought to get into them and make sure they are 
not doing something they should not do. 

(The list referred to follows :) 

Complaints from the following areas were received by the National Associa- 
tion of Real Estate Boards alleging excessive programming of title VIII military 
family housing. 

Fayetteville, N.C. (Fort Bragg)—2,000 units ' 

Specific allegations: Failure to confer with local real estate board, secrecy 
surrounding FHA approval, lack of definite criteria for determining substand- 
ard housing, failure to insist on demolition of inadequate temporary housing on 
base. 

Columbus, Ga. (Fort Benning)—1,000 wnits 

Specific allegation: Failure to credit fully community supported housing. 
Greenville, 8. C. (Donaldson Air Force Base)—300 units 

Specific allegation : Oversupply of rental housing already in area. Determina- 
tion of need based on survey to 2,600 military families asking if their quarters 
were adequate. 

Albuquerque, N. Mew. (Sandia Air Force Base)—800 units 

Specific allegation: While 300 units have already been approved, local real 
estate board has been advised “Defense Department demands and proposes 
about 800 units, starting immediately.” 

Monterey, Calif. (Fort Ord )—1,079 units 


Specific allegation: Military estimate of need excessive, does not take into 
account normal building activity in area, as well as 400 uni‘s under construction. 
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Solano County, Calif. (Travis Air Force Base)—500 units 

Specific allegation: Project would seriously jeopardize existing Wherry 
project of 1,000 units, estimate of need based on informal survey, with local 
realtors and builders not contacted. 

San Antonio, Tez. 

Specific allegation: Too many rumors as to programing of large-scale projects, 
rising vacancy rates in areas, local commanders should consult with real 
estate boards. 

El Paso, Tex. 

Specific allegation : Lack of liaison between military and local real estate board 
and builders, rumors emanating from military re programing of large-scale 
project having effect on local economy. 

Senator Lenman. Undoubtedly there has been some construction 
under the military-housing program that was not absolutely essential. 
The work that was done was essential for our defense, for our own se- 
curity. I do not see any more reason for requiring all these projects to 
be approved by Congress any more, as the Senator has pointed out, 
than redevelopment and public housing and all the other titles that 
comprise the Honsths Act. We know perfectly well that some of the 
guaranties, and some of the methods, and some of the projects that 
were undertaken in other titles were also subject to criticism and entail 
possible losses to the Government, but we have not required that every 
one of those projects be brought to the attention of the Congress and 
approval given to them. I do not see why we should make this any 
different, unless we are willing to kill off the entire program, the mili- 
tary housing and other activities undertaken by the Housing Act. 

Mr. Wiix1amson, It is not our intent to kill the program, I can 
assure you, gentlemen, 


Senator Carenart. I am sure of that. We did not want to leave any 
inference as to that whatsoever. I just wanted to bring up that it 
would establish a precedent or criteria here that one title in a housing 
bill was going to require approval of committees of both houses, where- 
as other titles were not. I just think it is a bad precedent, very bad, 
in my opinion. I think, of course, you well understand why it was 
put into the military bill. I do not know whether it will stay in or not. 


It may. 

Senator Lenman. You may proceed. 

Mr. Scorr. The fact that once again a request for additional public 
housing appears in a bill, S. 3302, containing so much that we heartily 
support does not alter our fundamental disagreement with the phi- 
losophy of Government-owned and operated family shelter. 

e believe that the constant shift in objectives is in itself an admis- 
sion that the public-housing approach does not provide the proper 
remedy to any fetal ti problem. 

_In 1955, for the fourth consecutive year, the House of Representa- 
tives rejected the entire public-housing program. It must be evident 
by now to the Con , as well as to the American people, that any 
legislative proposal for the extension or expansion of public housing, 
were it to stand alone, would not be approved by the Congress regard- 
less of the political party in control. Public housing has been contin- 
ued by the Congress only because its defeat would carry into oblivion 
with it the Federal Housing Administration, whose programs have 
earned the applause of the American people in all walks of life for . 
more than 20 years. This is the most compelling evidence that. the 
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public-housing program is a discredited one and should not be ex- 
tended beyond its present termination date of July 31, 1956. 

The evils inherent in the program threaten to pauperize the thrifty 
by forcing them to assume the burden of paying direct subsidies for 
families who for the most part are not those in the greatest need of 
some kind of assistance. In addition, thrifty citizens must shoulder a 
disproportionate share of the cost of schools and other community 
services, as a result of the tax-exempt status of the projects. In the 
language of a most thought-provoking editorial in the Hudson Dis- 
patch of Union City, N. J., February 17, 1956: 


The most ironic part of this whole socialistic scheme is that many of these 
taxpayers, who help pay the subsidized groups’ rentals, don’t have as much in- 
come and don’t have as comfortable living quarters. 


I would like to offer for the record this editorial from the Hudson 
Dispatch. 


(The editorial referred to follows :) 


{Hudson Dispatch, Union City, N. J., February 17, 1956] 
PAUPERIZING Trirty Brines Economic CRISIS 


Over the last 5 years, we have warned of the pauperizing process that forces 
thrifty middle-income groups to bear part of the rent of other segments of the 
community. 

We have repeatedly warned of the burden thrown upon the rest of the citi- 
zenry through subsidized housing for middle and higher income groups. We 
have justified the elimination of slums but deplored the subsidizing of middle- 
income groups by forcing other middle-income groups to help pay the rentals 
of the former. 

If Hudson County municipalities persist in this pauperizing of their thrifty 
middle-income groups they will find themselves in the same predicament as 
Newark, where the low-cost and medium-cost public-housing program has been 
so abused that private homeowners and thrifty middle-income groups have been 
driven out of the city in large numbers. 

The pauperization is so insidious that many citizens do not realize its ultimate 
destructiveness. 

Newark has pursued the pauperization of the thrifty policy to such an excess 
of reason that it now finds itself being strangled by thousands of persons living 
in nice apartments at the expense of the thrifty. This has caused a staggering 
taxation that followed high assessments and high tax rates. 

Newark has traveled the socialistic road so far that there seems to be no 
return highway. It is now appealing to private enterprise to provide housing 
facilities at a cost inflated by the fact that private owners of property in the 
city have to bear such a large share of the cost of providing comfortable apart- 
ments for those who pay less rent than the facilities are worth, the balance being 
charged against the thrifty taxpayers. 

Newark Housing Authority in its latest report tells of the extent to which 
pauperization of the thrifty property owners has been going on in that once 
great city, but which in the last 15 years has undergone an alarming erosion, 
with more property owners leaving than remaining to become pauperized by its 
vast so-called redevelopment low-cost housing program that followed a large 
slum-removal undertaking. 

Now the city is awakening to the dangers of the pauperization of the thrifty 
taxpayers, for it finds that there are 7,385 families in low-cost housing units 
built with Government-backed loans and allotments to the total of $74,570,571, 
covering 149 acres. 

The city collects only 10 percent of the rentals in lieu of taxes, and this sum 
is probably no more than one-half of the cost to Newark for school facilities for 
these families, fire, health, police, and other services. And who makes up 
the other half? Why, of course, the thrifty owners of 1- and 2-family -houses, 
the owners of property of various kinds, including the acres on which factories 
are built that give employment to Newark’s workers and, with other business 
enterprises, keep the municipality from going bankrupt. 

The total 10 percent of the rentals for these subsidized housing units represents 
only a small fraction of the taxes the city would receive if the 149 acres 
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were developed by private builders either as apartments or manufacturing 
plants, 

" So the discrepancy between 10 percent of rentals and what private enter- 
prise would pay in taxes if it developed the 149 acres comes out of the pocketbooks 
of the taxpayers, Who actually subsidize involuntarily the low-cost housing units. 
And the most ironic part of this whole socialistic scheme is that many of 
these taxpayers, who help to pay the subsidized groups’ rentals, don’t have as 
much income and don’t have as comfortable living quarters. 

Newark has reached a critical economic crisis that is even recognized by 
Public Housing Authority, which urges private enterprise to build apartments 
that rent from $20 to $25 per room, despite that fact that PHA has brought 
about this bad situation. One of the most vociferous of the liberal advocates 
of more and more pauwperization of thrifty taxpayers for subsidized housing 
seems to realize its mistake. It now frankly says: 

“Newark cannot maintain its economic health if middle-income families are 
turned away and the proportion of low-income families keeps rising. The 
ultimate result would be higher and higher taxes on business and the remaining 
higher income families. The higher the tax rate, the more reason for business 
firms and upper income families to leave the city.” 

That's eloquent acknowledgment of the economic crisis about which we have 
heen warning those municipalities which were tempted to go overboard in 
these low cost housing programs and pauperized the thrifty taxpayers. Thrifty 
taxpayers cannot be found to risk their money in putting up the private housing 
Newark needs, simply because of that city’s pauperizing policy and its low cost, 
subsidized housing facilities that compete with middle income housing 
enterprises under private auspices, 

Newark should be a shining but sad example that should teach other municipal- 
ities the economic crisis they will face if they carry this housing socialism to the 
excess of reason. 


Mr. Scorr. There are now about 900 local public housing authori- 
ties that will be subsidized by the Federal taxpayers to the extent of 
$90 million in the next fiscal year, in addition to the contributions of 
local taxpayers. Our association last year asked for a congressional 
investigation of these housing authorities and an accounting of their 
stewardship of the millions in Federal funds for the payment of which 
the United States is obligated each year for the next 40 years. As the 
committee knows, the aggregate contracted liability for the existing 
projects—a liability, by the way, which is nowhere reflected in the 
public debt—is approximately $5 billion. This method of financing 
which circumvents the control of the Appropriations Committees of 
the Congress, as well as distorting the estimate of the public debt, 
was bitterly attacked and repudiated by the Senate in 1955 when it 
was sought to extend this principle of financing to highways. 

We reiterate our stand that public housing is inherently dangerous 
to our free society and that as a welfare program has debased the very 
meaning of the word. 

Weconclude our testimony again with the plea that public housing 
be terminated and that the Nation proceed to an orderly liquidation 
of existing public housing projects. 

That concludes our testimony. 

Senator Lenman. We thank you very very much for your testi- 
mony, and I want to ask a few questions. 

On the > of page 2 you make a recommendation, suggesting that 
approval of urban redevelopment be based on actual performance, 
and you give your reasons. I understand that that proposal means, 
if that proposal were adopted in the form of an amendment, that a 
community would not be eligible for Federal assistance for urban 
renewal until actual performance under the so-called workable pro- 
gram has started ? 
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Mr. Bares. Our idea is that if the community had actually started, 
had a workable program and at least had put into effect the enforce- 
ment of the sanitary code, then that would be a workable program, 
if the program had actually gotten that far at least before any assist- 
ance could be applied for. 

Mr. Wiiutamson. Under the present administration of the title | 

program, if a community just makes a promise that it will have a 
ousing code by a certain date, it is approved for urban planning 
funds, and in many of the releases issued by HHF A there is generally 
the statement with respect to a housing code that the target date for 
a housing code is June 1, 1957, or some such future date. In other 
words, the local people merely have to make a gesture toward slum 
aie We have contended—and I would like to have Charles 
Stewart, director of our public affairs department, discuss that fur- 
ther—that a responsible city official oie dictate a workable pro- 
gram in one hour, and it would very likely be approved by the Ad- 


ministration downtown. I wish that you would listen to Mr. Stewart 
on this. 


Senator Leuman. Mr. Stewart. 

Mr. Stewart. Senator, we have conceived as one of the prime ob- 
jectives of this urban renewal program to recognize that in dealing 
with this problem there is going to be a cooperative effort between 
Federal programs and municipal programs, and the principal, most 
far-reaching, and significant municipal program is that of adopting 
a firmly enforced municipal standard of health, safety, and sanitation 
for housing. That requires owners of property, where the responsi- 
bility primarily lies, to meet their responsibilities. 

Now, the way that things have worked out in the workable program 
submissions are this way: A city, as Mr. Williamson said, indicates 
that at some future time it will begin to function in that respect. Now, 
we feel that it would be perfectly reasonable for the workable program 
approval to be contingent upon the city’s actual operation. I do not 
mean to have enforced it all over the city and to have eliminated every 
single violation that may exist in the city, but to have the code on its 
books and to be in the act of enforcing it. 

Now, you have this situation. A city can get approval of a workable 
program today without taking that step by simply promising to take 
it in the future. Now, right away, that city can then get Federal 
assistance to get started on very elaborate and expensive pro of 
urban redevelopment. But if at the same time with that degree of 
qualification the city wants to open up an area to conserve with the 
powerful tool of rehabilitation mortgage insurance, it cannot do so. 

The reason for that is that the city, of course, is eligible as far as the 
workable program is concerned but when you get into this conservation 
program stimulated with mortgage insurance, obviously the insuring 
agency has to accept it. 

Now, it would be completely irresponsible I think to ask the FHA to 
go into an old area that has got — definite problem characteristics 
and begin to insure mortgages for long periods of years if the most 
minimum sort of housing standards were not being enforced in that 
area. And, of course, if they are enforced in that area, that meansthey 
apply to the whole city. 4 

And in our work around the country we have seen instances in 
which city officials get interested, let’s say, in the urban redevelopment 
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part because it is easy to qualify for it. Then others interested in a 
program that can affect vastly greater areas, vastly more extensive 
areas in the city will say, “Well, now, what about this?” Well, right 
away FHA will have to say, “Well, now, while it is true that you can 
vo over here and make your plans to plow under this district, we can- 
not give authority to insure mortgages over there until you have a 
better housing code on your books than you have now, and until you 
start doing something about enforcing it.” 

Now, that looks to us like two standards of eligibility. We feel that 
it is completely reasonable for the agency that is responsible for mort- 
vage insurance to make that exaction. We think it would be equally 
reasonable for the agencies that issue planning advances and urban 
renewal loans and grants also to make that exaction. 

We do not think it would be an onerous requirement to the city. We 
de not think it would be anything exceptional over and above the call 
of duty. After all, when a city enforces that kind of law, it is only 
carrying out its most basie municipal responsibility to protect the pub- 
lic health and safety. And, as Mr. Bates read you, a number of cities 
have made quite impressive records in that kind of housing corrective 
action without the promise of any kind of Federal loans or planning 
advances or anything else. They just did it in the ordinary, basic 
discharge of city government’s responsibility. 

Now, what we are asking for simply is an amendment that would 
insure that there is going to be that same basie qualification for each 
one of these extensions of Federal assistance to the city. 

Senator Leaman. In other words, you would hold up the whole 
project, the planning of the whole project, until performance could 
be demonstrated ? 

Mr. Stewart. Yes, sir. 

Senator Lenman. Then you are killing—— 

Mr. Stewart. No, sir. 

Senator Leaman. In my opinion, you are killing off slum clearance 
and urban renewal, because this planning is essential, it seems to me. 
It takes time. It takes money. It takes effort. I do not want to 
misquote you, but I think you said anybody could do it within an 
hour. 

Mr. Wi11amson. If you are going to just condition urban renewal 
funds upon a promise for future action, that is very easy to do. But 
it does not take long to put an adequate housing code on the books. 

Senator LrHMan. What they do is qualify for the initial urban 
renewal grant. 

Mr. Witiramson. If a city were serious about putting a housing 
code on the statute books, it could do so in 1 month or 2 months. Many 
of the larger cities of the country already have adequate housing codes. 

Senator Lenman. How long has it taken in Washington to get one 
on the books ? ? 

Mr. Stewart. It has taken a long time, Senator. That is not the 
happiest example that might be chosen in the United States. 

_ Senator Leman. It is not the happiest for you, but it is important 
in order to establish the facts. 

Mr. Srewarr. Senator, we completely agree that planning is of the 
greatest importance, but there are numerous cities, Senator, that you 
could find that would show that an interest in having a good housing” 
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code was generated and that subsequent to that the municipality did 
adopt the code and begin to enforce it, and it is in that sense that | 
say that Washington is not, from the point of view of speed of taking 
latent civic interest and translating it into municipal law, one of the 
more impressive with respect to speed. 

You might take the city of Charlotte, N. C., Senator, where, as a 
matter of fact, our own board of realtors there proposed certain 
standards, modern standards. They are rather high. And they 
urged the city council through its legal department to incorporate 
those in an ordinance. 

Well, in a matter of weeks I think the code was being enforced. 

Now, that was, I think, in about 1948, and since then nearly a third 
of all the dwelling units in the city of Charlotte, N. C., have felt the 
impact of that code. About 11 or 12 thousand of them have been 
required to be rehabilitated, and about 1,200 of them have been re- 
quired to be demolished because they could not meet those standards, 

Senator Lenman. How many cities have codes? 

Mr. Svewarr. Well, Senator, I think virtually every municipality 
has some kind of standards. I think there are probably 20 or more 
that have deliberately and consciously modernized their codes in the 
last few years an< pulled different building and sanitary and health 
provisions scattered through the ordinance book into 1 consolidated 
housing code. 

If a city like Charlotte, like Durham, like Kansas City, cities of 
various sizes and complexions could do this kind of thing without it 
being x prerequisite to any other benefit that might accrue to the city, 
surely it would be reasonable to lay that down as a simple require- 
ment. At least, that is our proposal, sir. 

Senator Leuman. I would think that your proposal would not only 
greatly add to the delay in the community but would make an urban 
renewal program very much more difficult if not impossible to initiate. 

Mr. Stewart. Well, is it not correct, Senator, that to outlaw the use 
of housing that is unfit to live in is a perfectly reasonable exercise of 
the municipal police power justias is the outlawing of the use of auto- 
mobiles that are not fit to ride in? 

Now, we think, sir, that there are very plausible and valid reasons 
that explain why that is a relatively new type of municipal activity. 
At the time when the problem became very aggravated, we were in a 
depression, and to ask a city to get going on that in an aggressive way 
might simply not have been realistic. Following that, we were in a 
defense and war emergency, and there were reasons there that made 
it not a right time for cities to get into that particular type of law 
enforcement. 

Now, a score or more of cities since the end of World War IT have 
shown it is a right time. The conditions are all present. It is per- 
fectly feasible for a municipality now to engage extensively in that 
kind of law enforcement. And surely the background of the urban 
renewal idea as imbedded in the act is that these measures of Federal 
cooperation are to be used as inducements to cities to encou them 
to do the things that only the cities can do,. We feel that that objective 
itself would be realized to a greater extent if this were made a require- 
ment. 
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Senator Leaaan. We have a number of other witnesses, and [ am 
not going to press the point. That is a matter that, of course, will be 
taken up by the committee. ‘ 

| think you know that I am in complete disagreement with this 
part of your recommendation and also another part of your recom- 
mendation which I think fits in pretty closely with this whole idea of 
making it more and more difficult to carry on urban renewal and re- 
development. According to your recommendation, you are against 
all public housing. But you have at least given the impression, al- 
though making the implementation of the undertaking much more 
difficult, that you do favor urban renewal. 

| would like to ask vou, if I may, Mr. Bates, how do you expect 
urban renewal prograins to work if you do not have housing for low- 
income families who are displaced by urban renewal? It is necessary 
before an urban redevelopment program can be undertaken to provide 
housing to shelter the people who are hig Ae Yet you are going to 
cut off the main source of supply for the housing that would take care 
of the people displaced from urban renewal projects. 

Mr. Bares. It is our thinking that section 221 would fill that need, 
sir 

Senator Leuman. How would it fill the need ¢ 

Mr. Bares. In creating houses for the low-income group. 

Senator Lenman. But do you understand or realize—I do not know 
whether you do or do not—the economic situation that confronts many 
of these people who live in slums? We would not be talking here 
seriously of slum clearance or urban renewal if we did not feel that 
it dealt with areas which offered the poorest housing that exists today 
in almost every community. 

Those are people, generally speaking, of very low income, and if 
you cut away, cut off the public housing which will be necessary to 
rehouse these people, where do they stand? You will not be able to 
undertake any of these urban-renewal programs. 

Mr. Bares. My experience is not very wide, but in the areas in 
which T have had experience public housing does not meet the lowest 
group either. We have proposed in section 221 that we lengthen 
the term and eliminate the downpayment in order to provide par 
occupancy of low-income groups under that proposal. 

Senator Lenman. Have you any evidence whatsoever that cities 
undertaking wrban renewal can rehouse families displaced if they do 
not have adequate low-income public housing ? 

Mr. Bares. I am not sure. Is there any evidence of that ? 

Mr. Scorr. We propose not only that term be lengthened but 
there be no downpayment so that these people who are displaced by 
urban redevelopment may be permitted to: buy homes without any 
investment except closing charges. Now, certainly that will take 
care of the problem. 

Senator Leuman. How many projects have been built under that 
section ? 

Mr. Seorr. Section 221 ? 

Mr. Witriamson. None, under the present regulations. 

Mr. Scorr. But we do not believe the total answer lies in redevelop- 
ment, Senator. We feel that the urban-renewal program is going . 
to benefit vastly more people. We cannot conceive that it is neces- 
sary to tear down all of these houses that happen to be in a slum 
area. Many of them are very fine, standard houses, and at minimum 
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expense they could be renewed and those people would not be forced 
to move. They could continue to live in the places that they have 
chosen to live in. 

Senator Leaman. If my recollection is correct with regard to these 
hearings, the Housing Administrator testified that there had been no 
applications under section 221. I realize that you made certain sug- 
gestions for amendments with regard to the lengthening of the term 
of the mortgage and other approval of that sort which might mitigate 
it a little bit. 

Mr. Scorr. And the elimination of the downpayment. 

Senator Lenman. Certainly nobody could possibly think that such 
proposals would care for the needs of low income that have obviously 
been established. 

Mr. Wiii1amson. Senator, our position is that by changing sec- 
tion 221 terms and changing the section 220 terms as they apply to 
rental housing we will not only get sales housing but rental housing 
that will reach down into the low-income groups. 

Senator Lenman. I don’t want to give you the impression I am 
against those changes. I probably would favor them. But certainly 
they would be a long way from satisfying the needs. 

You gentlemen know much more about real estate than I do, but 
I wonder whether you realize that today there are over 15 million sub- 
standard houses in this country? Some of them may be rehabilitated. 
Some of the tenants, I imagine, in substandard housing could pay 
higher rents than would be required under public housing. But today 
there is no real effort, no gain made whatsoever in housing these 
people living in the substandard housing. Quite the contrary. We 
are building fewer houses today in relation to the population than 
we did 30 years ago in this country. We are certainly not taking any 
steps to mitigate, or to correct, that situation. 

Mr. Cole, of course, has always been opposed to public housing. 
He was opposed to it while he was in Congress. That is the reason 
[ opposed his nomination or his confirmation as Administrator of the 
Housing Agency. I thought a man who was responsible under the law 
for the administration of housing programs should at least be sym- 
pathetic to one of the very great projects under the program. But 
even he has never denied that there is need for public housing. He 
bases his refusal to increase the number beyond 35,000 not because of 
lack of need but on the expedient proposition that Congress would 
not agree to more than 35,000. 

Mr. Wria1amson. We think he is wrong, too, but for a different 
reason. 

Senator Lenman. That is what I have quarreled with and what 
| am quarreling with. I think a man responsible for a program must 
submit to Congress all the facts, not himself decide what Congress 
can or should do. 

If the administration, and Mr. Cole, instead of attempting to pre- 
dict what Congress will do, would come across and tell the faets and 
say that 35,000 just won’t make a dent in satisfying the needs but that 
we need 200,000 or 300,000 a year, I believe Congress would be greatly 
influenced. 

But, naturally, Mr. Cole, representing the President of the United 
States, comes before Congress and says, “Well, we need more than 
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35,000 but for expedient reasons we are not going to ask Congress for 
more than 35,000,” obviously it makes an impact on the Congress. 
That is what I am quarreling with. 

These 35,000 units that Commissioner Cole is talking about won’t 
satisfy even the needs that are demonstrated for the rehousing of low- 
income families from urban renewal areas, from the slum areas. He 
testified that they already had evidence of 135,000 families to be dis- 
placed by urban renewal projects who need public housing. 

Yet here we are confronted by the administration as represented by 
Mr. Cole with a statement that he recommends 35,000 because that is 
all Congress will pass. 

How does he know what Congress will pass? We passed in the 
Senate a bill last year for 135,000. This committee reported it out, and 
we passed it in the Senate. It is true when it went to the House it 
was taken out, but we finally compromised, 1 think, with 45,000, 
because that was all we could get. 

But I do not think any public official who is not a Member of Con- 
cress, or even a Member of Congress, can estimate what Congress 
really wants to do. 

And you came along and say you are against all public housing. 
I won’t say it comes as a shock to me, because I rather expected it, 
but. it comes as a great disappointment. 

Mr. Scorr. Senator, I would like to make this observation if I 
may: That if we were to demolish all of these 15 million units which 
are reported to be substandard—and I am not quarreling with the 
number reported—it would cost $150 billion to replace them. Obvi- 
ously that is not the right answer. 

Senator Leuman. Lam not advocating the demolition of 15 million 
homes. Certainly in many cases they can be rehabilitated, at rela- 
tively small cost. I believe in time many of them will have to be 
demolished. But I do claim that Members of Congress, in both parties, 
and the 165 million people of this country have prided themselves on 
the statement or on the philosophy that every American is entitled 
to decent living facilities. And we are not doing it. And here you 
gentlemen come in and you even widen the gap between the available 
facilities that will be offered and those which are needed. 

Senator Capenart. Mr. Chairman, on page 5 it seems to me they 
almost advocate what might be termed public housing, which might 
even be better than public housing. They are advocating an $8,000 
home over a 40-year period with a minimum cash outlay of only 


am I don’t know why they put $200 in there; it amounts to so 
ittle. 


On this basis the people that were removed—relocated, rather— 
would be able to buy a house over a period of 40 years with only $200 
down—and we might even eliminate the $200. 

What would the monthly payments be on an $8,000 house for 40 
years? Does anybody know ? 

Mr. Bares. We do not have our tables here with us, sir. I am 
sorry. We will supply it for the record. 
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(The information referred to follows :) 


Estimated monthly payments under section 221 as proposed in 8. 3302 


$8,000 at 4% percent, 40 years: 
Monthly charge for principal and interest______~__ $36. 00 
FHA insurance premium : 3. 29 
Estimated taxes and hazard insurance 10. 19 
Estimated utilities and maintenance charges__—._-.._-__--_-.----_- 17. 98 


Total housing expenses__ 
$10,000 at 4% percent, 40 years: 
Monthly charge for principal and interest____._.___...____--..-____ $45. 
FHA insurance premium 
Estimated taxes and hazard insurance 


Total housing expenses 


Senator Carenarr. Of course, I have advocated this sort of thing 
for a number of years. There are two kinds of projects that you can 
build for low-income people. One js a big apartment building, and 
by necessity sometimes you have to build big apartment buildings. 
You certainly have to build one if you are going to build in New Y ork 
City—that is, Manhattan or the Bronx. The other kind of public 
housing help for the people that really need it would be an individtial 
home. 

The question is: Is it better to have them pay rent, or would it be 
better to have them make a monthly payment which would be as 
small or maybe smaller than rent would be and at the end of 40 
years own the home. Get them out into the country where they could 
haye individual homes—on the basis that they were better off than 
they were to live in big a apartment buildings that go up in the air 
maybe 20 or 25 or 30 or 40 stories. 

It seems to me that you are almost advocating public housing on 
page 5. 

Mr. Bates. We still have private ownership, sir, and they would 
pay taxes in accordancé with the proportionate share 

Senator Caprnarr. I mean that is the big difference. As far as 
the Federal Government is concerned, it would be guaranteeing the 
$8,000. 

Mr. Bates. Yes, sir; that is correct. 

Senator Carrnarr. No downpayment, the mortgage being for 40 
years. 

Mr. Win1amson. Senator, I think that the record of the no down 
payment under the GI home-financing program attests to the sound- 
ness of this moral equity—— 

Senator Capenarr. I’m not quarreling with this. I am only saving 
you are advocating here what I have suggested a number of times. 
I remember I suggested it once in a speech I made before a CIO 
group here in Washington. That was that maybe the way to solve 
this problem was by building individual houses and selling them to 
the people who would normally go into a public-housing project—sell 
them to them on monthly payments that would be equivalent to or 
less than their rental would be in public housing. 

You are advocating that here except that you are talking about 
a couple of hundred dollars down payment. A couple of hundred 
dollars is not very much one way or the other. You talk about it 
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here in terms of settlement charges. It might well be we could have 
some other governmental agency loan the fellow the $200 over a 
long period of time. 

Does anybody know what the monthly payments would be? 

Mr. Scorr. Somewhere in the neighborhood of $40 a month. 

Senator Leman. Without utilities? 

Mr. Scorr. Without utilities. 

Senator CapeHart. What would be wrong with increasing the 40 
years to 50 years? I mean what I am saying is this: W ould it be 
better to relocate these people in individual units and sell them to 
them and let them pay it out over a period of 50 years, let’s say, than 
it would be to build a public project and rent it to them at rents that 
are no more or no less than their monthly payment ? 

It may well be that you would need to have 2 kinds, because if you 
are going to build a big apartment building, as you possibly must do 
if you are going to do it in Manhattan or the Bronx, that possibly 
would be a public housing unit. But it seems to me that in the great 
majority of places in the United States, the smaller towns particu- 
larly, where they have a lot of ground, this other system would be 
better than what we commonly refer to as public housing, meaning an 
apartment building. 

Mr. Bares. That is certainly our feeling, Senator. That was the 
reason for these proposals. 

Senator Carenart. I have thought along these lines for a long 
while. You would get the pride of ‘ownership. You would get them 
out into the country, or at least you would get them out where they 
would have a little grass and their children would be better off, 1 


think. Elderly people I think would be better off too. 


So you come awfully close here to recommending public housing 
when you recommend this. 

Mr. Scorr. Senator, I just want to point out it would not be neces- 
sary to force these people to vacate the area in which they are living. 
There are many homes for sale in that area in which they could relo- 
cate under section 221—existing homes, 

Senator Carenart. You certainly recommend that the Government 
finance it 100 percent excepting for the $200. 

Mr. Scorer. Yes, we do. 

Senator Caprnart. It might well be we ought to use some of both. 

don’t know. 

Senator Lenman. I do not want to continue this, because we have 

number of other witnesses. 

Mr. Bares. We are very appreciative of the time you have given 
us. Thank you. 

Senator Lene. in. The next witnesses are Dr. Ira S. Robbins, = 
William L. C. Wheaton, and Lee F. Johnson, representing the Na- 
tional Housing Conference. 


STATEMENTS OF IRA S. ROBBINS, WILLIAM L. C. WHEATON, AND 
LEE F. JOHNSON, ON BEHALF OF THE NATIONAL HOUSING CON- 
FERENCE 


Mr, Rossins. Mr, Chairman and members of the committee, may 
[ express the appreciation of the National Housing Conference for 


75333—36——38 
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this opportunity to express its views on basic housing legislation 
presently before this committee. 

My name is Ira S. Robbins. I am chairman of the board of direc- 
tors of the National Housing Conference. For 11 years I served as 
a housing official of New York State in the administrations of both 
Governor Lehman and Governor Dewey. I am an attorney and 
presently am executive vice president of the Citizens Housing and 
Planning Council of New York City. 

Accompanying me today is Dr. William L, C. Wheaton, professor 
of city planning of the University of Pennsylvania and first vice 
president of the National Housing Conference. 

You will recall that Dr. Wheaton prepared for us the Housing 
Needs Study that we presented to the committee in 1954 and which 
was used as the basis for the overall housing program that we urged 
this committee to consider a year ago. 

With me also is Mr. Lee F. Johnson, the executive vice president 
of the National Housing Conference. 

The National Housing Conference is a nonprofit citizens’ organiza- 
tion. In 2 weeks, our 25th annual meeting will be held in this city. 
The organization is supported by memberships and contributions. 

Our primary interest runs to the provisions of 8, 3158 introduced by 
Senator Lehman and a group of distinguished cosponsors, and to the 
administration’s proposed housing amendments of 1956 contained 
in S. 3302. We are gratified that a number of basic approaches to 
the problems of housing and urban redevelopment are before this 
committee. The defined objectives are identical, namely to carry out 
the national housing policy of 1949 which called for “a decent. home in 
a suitable living environment for every American family.” The 
achievement of that objective is essential to the continued social and 
economic welfare of the Nation. 

I would like first to comment on S. 3186, the bill introduced by 
Senator Sparkman, which would establish a Commission on National 
Housing Policy and which outlines the area for its investigation and 
report. We are sympathetic with the purpose of this bill to study 
ways and means to encourage adequate eneiaa for residential con- 
struction. We would be extremely disappointed, however, if the crea- 
tion of a commission would bring about a further delay in congres- 
sional action to encourage a stepped-up housing program geared to 
meet rapidly mounting housing needs. 

The last public address of the late Senator Taft was made in 1953 
to the 22d annual meeting of the National Housing Conference. At 
that time he reaffirmed his support of a low-rent public housing pro- 
gram designed to produce approximately 10 percent of the total hous- 
ing construction each year. He pointed out that a new administration 
was in office and there was a need to reassess the entire problem of 
intergovernmental relations. He urged a year’s delay to give a Com- 
mission on Intergovernmental Relations an opportunity to report. 

When such a commission had difficulty getting off the ground, the 
President’s Advisory Committee on Housing was established to make 
an overall study on housing and redevelopment problems. It took 2 
years for the Commission on Intergovernmental Relations to report, 
and when it did, little or no guidance was offered in the field of hous- 
ing. The President’s Advisory Committee worked faster and did a 
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superior job, except for one thing. It failed to investigate the extent 
and quantity of housing needs and, as a result, a cornerstone of fact 
on which to build sound housing and redevelopment programs was 
missing. We have now experienced 2 major studies and 3 years of 
delay when the situation, in our opinion, calls for action. 

If a commission is to be created, we urge that its membership be 
broadened to bring together congressional and administration leaders 
and representatives of a cross section of industry, housing, planning, 
labor, and public interest groups to conduct a broad and intensive in- 
vestigation as to what is wrong with our cities. Housing and housing 
finance would be an important part of such an investigation. The 
metropolitan areas of the country are faced with almost insurmount- 
able problems that are ree by the flight to the suburbs. 

Last week in testimony before this committee, Housing Administra- 
tor Albert M. Cole and Public Housing Commissioner Charles E. 
Slusser dramatically, although possibly inadvertently, pointed up 
the issue as to housing needs. Each made it abundantly clear that the 
administration’s bill, S. 3302, has no relationship whatsoever to hous- 
ing needs. Commissioner Slusser stated : 


The recommendation of 35,000 units a year for the next 2 years may appear a 
very modest request to some of you and unrelated to total need. It is never- 
theless our best and considered estimate of the current rate at which the local 
housing authorities throughout the country are able to plan and execute low-rent 
projects. 

Administrator Cole concurred in the statement that the request for 
35,000 units a year of public housing for each of 2 years, bore no 
relationship to need but was based on what he terms the total demand 
from local communities. He also made it clear that his recommen- 
dation for 35,000 units was not based on need, but on his personal 
conviction that Congress would not approve a greater number. It is 
regrettable that the Administrator feels himself burdened with the 
responsibility of predetermining the decisions of Congress. 

What are the facts about housing needs? The National Housing 
Conference devoted months to assembling the facts on housing needs 
as they had been uncovered by the Bureau of the Census and other 
sources. ‘Two years ago we presented our findings which, by the way, 
have never been disputed. Figures from the 1950 census show that 
there were approximately 7 million substandard homes in the urban 
metropolitan areas of this country that should be demolished. There 
were approximately 2 million subject to rehabilitation. That number, 
through obsolescence and overcrowding, is growing, not decreasing. 
Under our present programs we are making no headway whatsoever, 
because the rate of obsolescence and deterioration is far greater than 
any inroads we are making toward correcting the situation. 

Senator Leaman. That is only urban? 

Mr. Rosstns. That is correct. It does not take in rural. 

Under the provisions of 8.3302, we shall continue to slip backward. 

An administration spokesman last week implied that a great many 
of the families living in the slums have incomes sufficiently high to 
pay for standard shelter provided through normal private channels. 
Mr. Chairman, millions of families living under slum conditions wish 


that that statement were true. It is true that approximately half of 
the families living in substandard shelter have incomes that are too - 
high for them to be eligible for low-rent public housing under existing 
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rigid income limitations. The vast majority of the other half fall in 
the lower-middle income bracket for which practically no standard 
housing is being built. These are the families in housing’s no-man’s 
F = that S. 3158 seeks to assist. 
Under the present rate of public housing authorizations, it would 
take 100 years to rehouse only those low-income families which repre- 
sent half of those families living in substandard homes that were 
subject to demolition in 1950. We submit that this is no program 
at all. If we do not have sufficient homes in which to rehouse both 
families of low and middle incomes, it follows that there can be no 
program of slum clearance and urban renewal of any substance. 
That is precisely the spot at which we find ourselves today. 

Administration spokesmen say that there is no local demand beyond 
35,000 units a year. We challenge that statement. There can be no 
doubt but that the crisis operation that has affected public housing 
for the last 10 years or more has cooled the ardor of communities to 
apply for public housing units, no matter how badly they need them. 
Constant congressional ‘attacks, more often than not with crippling 
legislation on appropriation bills, have made it practically fruitless 
for cities to spend the money, time, and energy in prepering applica- 
tions for Federal aid that isn’t there. 

The low-rent public housing program was conceived as requiring 

maximum local responsibility. It was to be a local-Federal partner- 
ship. Projects, in theory, are locally planned, owned, and operated. 
However, Federal controls have mounted to the point where the 
initiative, imagination, and desire on the part of local officials to 
move ahead are smothered. Oversupervision and redtape prevail. 
Any suggested deviation from what Federal officials determine to be 
good for a local community is treated as heresy and vetoed. The 
partnership concept has been destroyed. We believe that an on-the- 
ground investigation by this committee of any group of local housing 
or redevelopment authority operations would confirm this statement. 
I guarantee you that you would then understand why local communi- 
ties, in recent years, have failed to stampede Washington for public 
housing or urban renewal programs. 
Slum clearance, urban renewal and public housing are programs 
that call for a dedicated, understanding leadership, both national 
and Local, If Washington officials charged with administering those 
programs continue to take a defeatist attitude and serve only as apolo- 
gists for them, there will never be a local demand that has any bearing 
whatsoever to housing needs. 

We recognize that getting an overall housing program underway is 
not easy. The acquisition of sites for low-rent ‘public housing projects 
is becoming increasingly difficult. We know that families of minority 
groups are confounded on ever y side when they attempt to secure land 
on which to build their homes. We recognize the tensions that some- 
times develop over open occupancy. We know that there are no easy 
solutions. But if these problems are ever to be met, we must begin 
with a program that will increase the supply of homes for families of 
all incomes. In publie housing, it is incumbent upon local housing 
officials to give first preference to families with the greatest housing 
needs. It is a fact in almost every community in this country that 
minority families are forced to live under the worst housing condi- 
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tions. When we restrict public housing to a mere 35,000 units, we are 
assuring that the public housing that is constructed will be occupied 
largely by minority-group families. Instead of alleviating the prob- 
lem of segregation, we are intensifying it. 

In order to meet the housing needs of the American people, pro- 
vrams must be devised to stimulate housing production to at least 
» million new homes a.year. The recommendations contained in S. 
3158 will make great strides toward reaching that objective. We have 
always believed that Senator Taft was right in urging a public hous- 
ing program of about 10 percent of new-house construction during a 
given year. ‘lwo hundred thousand units of public housing a year for 
3 years, as provided in the Lehman bill, seems to us sound and desirable. 

We wish to associate ourselves with the splendid testimony pre- 
sented to your committee by Mr. Boris Shishkin speaking for the 
AFL-CIO. He stressed the need for a comprehensive housing pro- 
gram such as that advocated for many years by the National Housing 
Conference. He placed the so-called housing boom of recent years 
in such excellent perspective in its relationship to an expanding Na- 
tion, that I shall not repeat his arguments. He pointed out conclu- 
sively that a better job was done in the housing boom of the 1920's 
toward meeting our housing needs than has been accomplished during 
recent times, although during that decade, like today, the number of 
families living in totally unfit shelter steadily increased. 

The administration’s bill, S. 3302, is deficient both as to economic 
concepts and social objectives. I have discussed its public housing 
program at length. There is nothing in the administration’s bill that 
seeks to assist millions of families of middle income whose need is for 
some 400,000 new units a year. To be sure, it would liberalize credit 
somewhat for home repairs, with Government-guaranteed loans but 
at a cost to the borrower of more than 9 percent. It doubtless will be 
something of a business stimulant, but it contains precious little con- 
cern for the consumer. It is in no sense a substitute for a housing 
program of substance, yet it is presented as representing a great for- 
ward stride in meeting the Nation’s housing needs. 

We are opposed to the provisions of S. 3302 which would reinstate 
the requirement of a “workable program,” approved by the Adminis- 
trator as a condition precedent to the approval of a local public hous- 
ing program, which was eliminated by the Congress last year. There 
is much to be said for the “workable program” concept, in theory. As 
presently practiced it is costly and. meaningless. It was used and 
would again be used as another roadblock to getting public housing. 

If the Federal Government before giving any kind of Federal aid 
for new housing, private or public, required that workable programs 
actually exist in the community, then there would be some logic for 
this requirement. Developments built with FHA and VA assistance 
account for far more potential slums than anything built under public 
housing. 

S. 3302 would again hold out hope that so-ealled FHA section 221 
low-cost private housing might get built by increasing cost limitations 
to $10,000 in high-cost areas and to $8,000 in low-cost areas. These 
are to be dwellings to be purchased by or rented to families of low 
income displaced through urban renewal. In 1954 when the pro- 
gram was first presented to this committee, Administrator Cole ex- 
pressed the hope that section 221 housing would “relieve the pressure 
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on the need for the public housing program.” Not a house has been 
built under the program, not a project approved. With the increase 
in cost limitations, some houses may be built, but their monthly cost 
will be too high for families of low income. We are not opposed to 
section 221 housing. We believe that experience has shown that it 
will not live up to its advance billing and produce desperately needed 
homes. 

Senator Carenarr. Mr. Chairman, would the witness yield just a 
moment? Do you think that this sort of an approach might be ver) 
advantageous / 

For example, take my State of Indiana. Would this approach, if 
there was no downpayment, let’s say, and the terms were longer, be 
an approach to the situation in a State like Indiana that has no large 
cities—as a substitute for public housing ? 

Mr. Roses. I doubt that it would be a substitute for public 
housing, but I am in favor of trying it in any community where there 
is a belief that some families would obtain good housing—families 
that need it. 

I think that you will find that by upping the purchase price here 
to $8,000 and $10,000 with the liberal mortgage provisions that this 
housing will have carrying charges which will be beyond the means 
of many families that we need to take care of. 

Senator Carrnarr. I do not think we build any public housing 
for as little as $8,000 a unit. 

Mr. Rossrns. There is quite a difference between the type of housing 
that is built for $8,000 or $10,000 and public housing in many, many 
respects. 

Senator Capruartr. Yes: but it costs, does it not, about $15,000 per 
unit in public housing ¢ 

Mr. Rogrrns. If you take into consideration high land costs. 

Senator CareHart. You have to do that. 

Mr. Rossrns. I think the land costs should be separated from con- 
struction costs. In all reports, releases, and discussions on the cost 
of public housing and-private housing, I think it is quite misleading 
to compare a $15,000 public housing unit in a large city with an $8,000 
home in a semirural community. 

Senator Carruartr. My observation has been that we get into a lot 
of controversies and arguments here in the Congress over this matter 
because Senators and Cotprasthinta come from different parts of the 
country where the needs are entirely different. 

For example, in New York City, Manhattan or the Bronx, you 
certainly would not have enough land to build individual homes on, 
whereas, if you went out to Indianapolis, or to Gary, or towns 
throughtout Indiana, Evansville. Terre Haute, they are opposed to 
so-called public housing in the form of a big apartment building. 
Yet we always think of public housing in terms of a big project where 
they all live together, whereas maybe if we started thinking about 
this matter in terms of individual units and individual homes that 
people could buy in those sections of the country, the kind of people 
that would be qualified or are considered to be qualified to go into 
public housing, we might get a different approach and get this matter 
accomplished quicker and better. 

Mr. Rossrns. Senator, we agree with you completely that there 
should be experimentation all along the line in the type of public 
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housing that is built—single-family houses, two-family houses, 
and so on. 

There is a point in my testimony later I think I will discuss, or I 
might mention it now—that we believe the communities should be 
given great leeway. Senator Lehman’s bill provides that the only 
function of the Federal Government outside of financing and super- 
vision should be as to the type of housing, such things as room sizes 
and the type of construction, but the design, the number of families 
per acre, all those things are matters of local determination. 

We think we should get away from the kind of public housing that 
looks as if it comes out of some sort of a mold. 

Senator Capenart. Well, public housing ordinarily is thought of 
as being a big building with a lot of apartments in it where people 
live together. In my State the people out there feel they just do not 
need that sort of thing. They do not like that sort of thing. Not 
that they are particularly opposed to helping a who need help 
in respect to housing, but even the people who live in the few public 
housing projects that we have in Indiana do not particularly like 
them. They would rather get out and have an individual home than 
they would to have this project. 

In all fairness, I want to say this, as I have a couple of times: You 
would not have the land to do that sort of thing in a big metropolitan 
city like New York. You would have to go too far out for these poor 
people. They could not afford the transportation back and forth. 

Mr. Rogrnson. I would like Mr. Johnson to supplement my state- 
ment in answer to your question. 

Mr. Jounson. Senator, if I 

Senator Carenart. I do not know that it needs any answer. I am 
just philosophizing a little bit on what might be done. 

Mr. Jounson. | would merely like to try to answer your first 
question as to whether or not this would help in Indiana or any of the 
wider open places. I come from further west where it is even more 
wide open. 

I think the answer is yes, it would, the program that you suggest- 
It would help families who can afford total housing costs of around 
$60 a month, in that neighborhood—forty-some-odd dollars for in- 
terest and amortization, and the additional housing costs which would 
run their housing costs up into the sixties. That would be a big help. 
It is more than they are getting now. 

Senator Carenart. What I cannot understand is why, if you can 
build an individual house for $8,000 and it is going to cost about 
515,000 for a unit in a big public housing business, there is a differ- 
ence. I mean one costs $15,000, the other $8,000. How can you live 
cheaper in the $15,000 unit in a big public housing project than you 
can in an $8,000 or $10,000 individual house ? 

Dr. Wuraton. Senator, I would like to answer that. I come cur- 
rently from Philadelphia, although I am a middle westerner like your- 
self. In Philadelphia the Philadelphia Housing Authority is pay- 
ing about $12,000 a unit for the construction of first-class fireproof 
apartments. The lowest offering price of a comparable sales house 
built by a private builder in the city of Philadelphia is:$11,995. 


There is just not that much difference between public housing 
costs 
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Senator Cavenarr. There is something wrong, because we are get- 
ting some awfully nice houses in Indiana for $8,000 and $9,000, 

Dr. Wueaton. I am quite sure that in Indiana a public housing 
authority could build—indeed, I believe one public housing authority 
has used a national homes unit in Llinois, just next door to you, as 
the basis for a public housing project, and they got costs which were 
identical to those that were obtained through construction of the 
ordinary type project. 

There is one other thing I would like to point out. At least two 
housing authorities to my knowledge have asked the Public Housing 
Administration if they could not, in place of the typical project by 
typical builders, use single, detached ee on the grounds that in 
those particular communities at the particular times involved they 
could get a house which would be more attractive to lower-income 
families at an equivalent or lower price, and they have been refused 
such permission by administrative dictate of the Public Housing 
Administration officials. 

Senator Carenart. You admit public housing requires subsidiza- 
tion on the part of the Federal Government, do you not? 

Dr. Wuearon. Certainly it does. 

Senator Carrnarr. You could do that just as well on individual 
units, could you not ? 

Dr. Wueaton, I thoroughly agree with you. I think it is a stupid 
and foolish policy of the Public Housing Administration which re- 
quires many small communities that have never seen an apartment 
louse to put low-income families in apartment houses, when they 
would much prefer to have single, detached houses and could have 
them as cheaply. But I think this is entirely an administrative matter. 

Senator Caprmart. For example, take Indiana. I think I am fairly 
safe in making this statement that in the 1920’s they built a lot of 
apartment buildings—a lot of them—but there just are not any built 
any more. Oh, there are a few, but very, very, very few. Everybody 
wants an individual house, and they are getting them by the thou- 
sands, 

Senator Leuman. In ather words, as I understand it 

Senator Carenarr. It seems to me we would get away from this 
idea of public housing being just a big building, a very homely look- 
ing building where everybody is thrown together, and get into both 
angles of it. Where you do not have enough land, you have got to 
go straight up instead of the other way. 

Mr. Rospsrys. Senator Capehart, Shake are provisions in Senator 
Lehman’s bill which would facilitate that type of public housing. 

Senator Carrnart. I understand. I am just visiting with you 
about it, thinking out loud. 

Senator Leuman. There is nothing in the law that requires the 
building of congregate apartment houses for low-cost housing. The 
ruling about that kind of congregate construction is that of the agency 
itself. 

Dr. Wueratron. I am strongly in support of the provision of your 
bill which would make it clear to the agency that it does not have to 
administer its program in the way that it does at present. One of the 
situations is in your own State, Syracuse applied 2 years ago for 
permission to build some single, detached homes as public housing 
projects. They wanted to get away from this institutional look. 
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The Public Housing Administration held at that time that they 
could not do it. 

Senator Capenart. I am thinking in terms that you are going to 
sell it to them so the man will have a feeling of ownership, that it 
is his, on monthly terms, about the same as rental would be in the 
public-housing project. 

Dr. Wueaton. Well, Senator, I would say this: I believe that a 
proposal of the type that you describe could be developed. This 
committee could put together a group of experts in finance who could 
devise a scheme such as you describe. We believe that Senator Leh- 
man’s bul makes a long step toward bridging this gap between rental 
for low-income families who have unstable incomes and who cannot 
assume the responsibilities of home ownership and those low-income 
families—and there are many of them—who Live stable incomes but 
at a low level and who might appropriately assume the responsibil- 
ities of home ownership. 

Senator CaPEHART. Fret me give you my observations. I have been 
here 12 years. I guess I have been a member of this committee for 
12 years. I find this problem with Senators and Congressmen dis- 
cussing it: I do not find any Senator against helping the poor fellow 
who needs help in a house, but I find when we get into this thing, 
and have for 12 years, that we always end up and we always start 
thinking about a big public housing project that is something big 
and straight up, and so forth. We get completely away from the 
idea of doing something for people who need help in slum clearance 
and relocating. We get completely away from the thing we are 
trying to do. All we see is a big building that in my State, for ex- 
ample, people just do not like. The people do not like to live in them, 
and the people just do not like them because they have plenty of land 
and they like little individual homes. 

Dr. Wueaton. I think it is quite clear that the public-housing pro- 
gram will never command the support that we would like to have it 
command until the administering officials allow local communities to 
build the kinds of units that are both economical and consistent with 
the desires of local citizens, and I think that is not the case today. 

Senator Carprmarr. Further thinking out loud with you, even if 
the big majority of the people defaulted in their payments, you would 
still be better off under a plan of permitting them to have individual 
homes where they had the land to build them on, because a lot of them 
would buy them and they could be resold to somebody else. 

I think just the fact that they were out in the country is impor- 
tant—that is, where it is possible, You do not have country in New 
York. That is why I don’t live in New York City, Senator Lehman. 

Senator Lenman. I would be glad to welcome you to New York. 

Senator Carrnart. I appreciate that. 

Senator Leuman. I would not resign from the Senate in order to 
give you a chance to take my place, but I would be glad to have you. 

Senator Carruarr. I appreciate that, but I like to get my feet on 
the ground. That is why T would not like to live in New York City. 

Mr. Rossrns. Mr. Chairman, if you would like, I would submit 
part of this prepared statement for the record. I would like to read 
the part dealing with middle income. 

Senator Carenart. I was going to say that I have read your state- 
ment already. 
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Mr. Rospsins. The next section deals with housing for the elderly, 
There seems to be general agreement there. 

Senator Leuman. The whole statement will be printed in the record, 
but you present your case as you wish. 

Mr. Rossins. Do you care to have me to read the part about middle 
income, or would you like me to submit the whole statement? I think 
the middle-income part is extremely important, Senator. 

Senator Lenman. I agree with you it is very important. 

Mr. Rogsrns. I will now read from page 8 of my testimony headed 
“Housing for Families of Middle Income.” 

Incidentally, as part of this that I did not read we are submitting a 
statement of Mr. David L. Krooth before a House committee relating 
to FNMA operations. I would like that made part of the record. 

Senator Leuman. We will make that part of the record. 

Mr. Rogpsrns. Thank you. 

We can find nothing in the Administration’s proposals that will 
assist in meeting the needs of families of middle income, families that 
are priced out of today’s market, but whose incomes are too high to 
be eligible for low-rent public housing. 

We feel strongly that a program such as that envisioned in title I] 
of S. 3158 is essential to a solution of our national housing problem. 
Last February 24, Housing Administrator Cole charged in a public 
address that the Lehman bill was “an undisguised antiprivate enter- 
prise bill virtually from start to finish and would not get more homes 
built.” We take exception to that statement. In our opinion, if 
enacted, the Lehman bill would provide the private housing industry 
with the greatest incentives for growth it has ever experienced. It 
would do much to stabilize the industry and in the years to come, it 
would provide an essential prop to our whole economy and at the saine 
time meet a great social need. 

There is nothing new in title II of S. 3158. It follows the principle 
first developed in the Sparkman-Spence bills of 1950, by establishing 
a National Mortgage Corporation with authority to make loans for 
cooperative, sales, and nonprofit rental housing for moderate income 
families. It would be built to proper standards of space, construction, 
and availability of community facilities and services. It would be 
built by private enterprise, sold through private channels, or owned 
and operated by cboperecines or nonprofit corporations that are pure 
private enterprise. It would attract financing from reservoirs of sav- 
ings that are presently excluded from the mortgage market. 

The middle-income housing program as spelled out'in S. 3158 would 
in no sense be in competition with conventional private building. This 
market is not being served by anybody. We do not believe, as the 
Administrator warned in response to a question from, Senator Leh- 
man, that banks and lending institutions would withdraw from the 
mortgage market if additional sources of housing finance are created 
to meet a critical need of the American people, even though borrow- 
ings from the Federal Government are used in the first instance to 
launch the program. 

The middle-income program under title IT of S. 3158 would be an 
entirely unsubsidized operation. The National Mortgage Cerpora- 
tion would make loans based on the cost to the Corporation of capital 
investment and borrowings from the private market, plus one-half 
percent to cover the Corporation’s overhead, administrative expenses 
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ind reserves. ‘Today it would be an effective rate of slightly less than 
314 percent, based on long-term Federal securities—30—40-year issues. 

We believe that the 40-year loans and reduced interest rates of this 
»rogram would permit a reduction in monthly costs from current FHA 

rates and terms, of between $15 and $20 per month on a home cost- 

ng $10,000. It would make housing available to a far larger percent- 
age of middle-income families, a result that must be achieved if urban 
renewal is to move ahead, and if we actually mean to move toward a 
voal of a decent home for every American family. 

~ We urge that the committee give particular attention to title V of 
S, 3158 dealing with slum clearance and urban renewal and we hope 
for its adoption. It would authorize the Administrator to make 
advances of funds on an annual basis up to 90 percent of local expendi- 
tures for rehabilitation, conservation, and redevelopment planning. 
The acquisition of areas to be cleared would be permitted over a period 
of years. It would increase the capital grant authorization under 
title I of the 1949 Housing Act, as amended, from $200 million to 
$250 million in fiscal year 1956. Vacant land assembly projects would 
be encouraged to facilitate the relocation of displaced families. In 
order to use low-rent public housing effectively as an integral part of 
redevelopment, it would permit local contributions in the form of tax 
exemption, cash, or tax remission to be accepted in lieu of local grants- 
nid on such projects. As the program presently operates, public 
housing is practically excluded from building on sites cleared through 
redevelopment. Where it is included, costs of demolition and site 
clearance for reuse are charged to public housing costs, rather than 
to slum clearance. By giving cities credit for the waiver of taxes as 
part of their contribution, public housing would be able to purchase 
cleared land at its reuse value on the same basis as private redevelop- 
ers. It rightfully would separate the cost of slum clearance from the 
cost of public housing. I think you will find that to have been the 
intent of this committee when it approved the Housing Act of 1949. 
Section 304 of S. 3302 is aimed to accomplish this purpose also. 

Dr. Wheaton is here to discuss several titles of S. 3158, dealing with 
housing coordination in metropolitan districts, aids to local public 
works, and also its educational and research provisions. 

We heartily subscribe to the provisions of S. 3158, the so-called 
Lehman bill, and we hope sincerely that it will be adopted. We feel 
that at long last the total housing problem has been presented for the 
consideration of the Congress in a form that draws the issues, and can 
only result in better legislation and better programs. 

Thank you for this opportunity to express our point of view. We 
know that this committee is a forum that is dedicated to the public 
interest in housing and we are confident that a bill will emerge from 
your deliberations that will take major strides in putting this country 
on the road to the solution of our pressing housi roblems. 

Senator Lenman. Thank you very much indeed for this very inter- 
esting statement. 

(The balance of Mr. Robbins’ prepared statement follows :) 


HOUSING FOR THE ELDERLY 


We are delighted that the Administration now favors special provisions to 
help provide housing for our elderly citizens. Parenthetically, it should be noted 
that for private housing assistance under FHA, a person is considered elderly 
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upon attaining the age of 60 and to be admitted as a single person to public 
housing, he must be 65. It is doubtful if much, if any housing would be supplied 
through the recommendations in S. 3302 for elderly persons of low or middie 
income, either private or public, but there is a gain in that the problem has 
been recognized. 

May I express our general approval of the bills S. 2762 and S. 2790, which are 
concerned with housing for the elderly. We hope that the Congress will approve 
an overall program of substance and should that occur, we would recommend, 
as is done in S. 3158, that up to 10 percent of the homes developed under each 
program be designed for the use of elderly persons. That would permit, for 
example, 20,000 units a year of public housing for the elderly if the public- 
housing program in the Lehman bill is adopted. This compares with the 
separate programs of 15,000 units a year authorized in S. 2762, or 10,000 a year 
authorized in S. 2790. We urge at least 20,000 units a year of low-rent public 
housing designed for the use of elderly persons. There should be an adjust- 
ment in cost limitations per room for projects designed specifically for elderly 
families or persons as is recommended in 8S. 3302, namely that the limit be 
raised from $1,750 per room to $2,250 per room. 

We recommend that any legislation providing for FHA mortgage insurance 
for housing the aged should include the following essential elements: 1. The 
mortgage must be based on a high percentage of the Commissioner’s estimate of 
replacement cost, rather than on estimated value as provided in 8. 2790. 2. In 
rental housing the Commissioner should be authorized to exceed the unit cost 
limitations by at least 15 percent, to provide for adequate, necessary nondwelling 
facilities required for the general welfare and enjoyment of the occupants of the 
project. 3. Realistic advance FNMA commitment authority is essential to give 
the program proper impetus. 4. The provision contained in S. 3302, permitting 
a third person to make the down payment and become a cosigner of the mortgage 
note, is necessary. 

I should like, Mr. Chairman, to congratulate the committee for its excellent 
staff report on housing for the aged, which brought together data that is so 
essential to finding a solution to this growing problem. 


FNMA AND MIDDLE INCOME HOUSING 


We were interested in the Administrator’s testimony concerning the opera- 
tions of the Federal National Mortgage Association. Tne National Housing 
Conference was asked recently to testify before the Housing Subcommittee of 
the Housing Banking and Currency Committee on this subject. Mr. David L. 
Krooth, a Washington attorney who is a former general counsel of both the 
Public Housing Administration and the Housing and Home Finance Agency, 
and is a former president and present board member of NHC, submitted our 
testimony. If I may, I Should like to present for the record Mr. Krooth’s 
statement of February 16, 1956, to the House committee. 

We feel strongly that the present operations of FNMA have digressed from 
the legislative objectives that led to the creation of FNMA, even under its revised 
charter enacted in 1954. I will limit my remarks to 2 of its 3 functions, namely, 
its secondary market operation and its special assistance functions. 

In his testimony before this committee last week, FNMA President J. Stanley 
Baughman made it perfectly clear that FNMA operates like any other profit 
making, business enterprise. As a mixed ownership corporation it operates at a 
profit. It is paying the lowest market price for mortgages and charging a profit- 
making level of fees. At the present time, in its secondary market operations, 
FNMA is following the policy of making limited amounts of money available— 
at a price. As presently constituted, this program does not provide any support 
to the market since FNMA in its purchases follows the market on down. Actually 
it has been of assistance primarily to builders who have been willing to pay 
excessive financing costs in order to work themselves out of critical cases, where 
they had acquired the land and undertaken building and other commitments. 

Since FNMA, under its present secondary market operations, is not issuing 
advance commitments to purchase mortgages, many builders are unable to obtain 
construction financing on reasonable terms in today’s tight-money market. The 
recent FNMA program under which mortgage holders can sell mortgages to 
FNMA, with an option to repurchase in 9 months, does not meet the need for 
advance commitments. As presently constituted FNMA is a sound ‘busitess 
venture, but of limited use. 

Even more disturbing, however, is that the special assistance functions of 
FNMA have been permitted to lie dormant. You will recall that at the time 
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Congress rechartered FNMA, it wanted to make sure that mortgage financing 
would be available under special housing programs designed to provide housing 
for segments of the population unable to obtain housing due to the lack of an 
established market for mortgages thereon. It was intended that housing for 
minority families and cooperative housing under FHA section 213 would bene- 
fit from this program. 

Congress, therefore, authorized FNMA to make advance commitments to pur- 
chase mortgages, and to purchase mortgages over the counter to the extent that 
the President determined such actions to be in the public interest. In 1955, 
Congress provided such specific authorization for cooperatives and so no Presi- 
dential determination was required. Special assistance funds have not been 
used, Mr. Chairman. As of this date, the President has not even made special 
assistance funds available for minority housing. We hope that Congress will 
iake it abundantly clear that these special assistance functions are to be used, 
that mortgages are to be purchased at par and that programs for minorities and 
cooperatives actually get underway. 

Senator Lenman. We would be very glad indeed to hear from Dr. 
Wheaton. 

Dr. Wueaton. Mr. Chairman, I would just like to discuss very 
briefly four points not mentioned in Mr. Robbins’ testimony. 

First, I would like to mention S. 3159 introduced as a companion 
bill by the chairman calling for the establishment of a department of 
|.ousing and urban affairs. 

We strongly support this proposal, recognizing that the proposal 
comes before another committee. 

As the author of a manuscript, still unpublished, on the history of 
the evolution of the Federal Government’s activities in housing and 
urban redevelopment, this proposal for the establishment of a depart- 
ment of housing and urban affairs is, I can assure you, a logical exten- 
sion of an evolution which has been going on in an orderly fashion over 
25 years. 

Second, I want to refer to the title I metropolitan coordination sec- 
tion of S. 3158. 

The Housing and Home Finance Agency now makes decisions which 
vitally affect the growth and development of every metropolitan area. 
These decisions decide how rapidly suburban growth will occur, how 
rapidly or how slowly central clearance and renewal will occur, where 
families will be relocated, where population will be distributed, and 
where public utilities, highways, and schools are needed. The HHFA 
makes these decisions at the present time in camera. Local govern- 
ments have no influence upon them. Indeed they often do not know 
that they occur. 

Local governments need a voice in major decisions made by Federal 
agencies regarding urban growth. 

In addition, the Housing and Home Finance Agency now admin- 
isters a large number of programs covering a whole waterfront of 
municipal development, and it too needs coordination at the metropoli- 
tan level, coordination particularly in study of the housing market, of 
the supply of credit, and of unfilled housing needs. 

The Housing and Home Finance Administrator since 1949 has been 
under a mandate from Congress to do something about metropolitan 
planning. In that bill he was instructed to encourage metropolitan 
planning agencies. Nothing has been done under this mandate from 
Congress. The 1954 act added a small program of grants for metro- 
politan planning, and very little has happened under this program. 

The provisions of S. 3158, as I see it, would move a long way toward 
previding the Administrator with the means to coordinate his own 
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activities at the metropolitan level and also to provide local communi- 
ties with a voice in determining their own affairs. 

I believe that this provision is essential in order to bring a little bi; 
of democratic action into what is now a vast and bureaucratic progran, 
2 ffecting all of local government. 

Second, I want to advert to section 402 of S. 4158 which provides a 
new program of scholarships for the graduate training of city 
planning and housing technicians. 7 

I happen to have been recently chairman of the department of city 
planning at the University of Pennsylvania, and, before that, in » 
similar position at Harvard University. City planning is a relatively 
new profession. It has been expanding rapidly to meet the acute 
shortage of city planners which is felt in every city of the country. 

Since the war there has been a continuous number of vacancies of 
200 to 400 professional planning positions in cities throughout the 
country. 

Today, Baltimore, Md., has 16 vacancies. It is looking for people 
for professional city planners, a number which is greater than its total 
professional staff. 

The schools of city planning are comparatively youthful. There 
are 21 in existence today, and of these 10 at least were established 
during the postwar period. Even the older schools, the 11 older 
schools, are relatively small, typically with 25 or 30 graduate student-. 

These schools find themselves confronted with an acute problem 
of recruiting students despite the fact that jobs are available. 

The social challenge is great. The opportunities for remuneration 
are reasonably high. Students cannot be recruited into this profes- 
sion because older professions—the law, economics, public admin- 
istration—are in a position to offer very high scholarship aid for 
graduate study which these newer, younger, and smaller schools of 
city planning are unable to offer. 

There is an acute national need for city planners, a need which i: 
felt in every city of the country and which is a major impediment 
to the development of urban renewal and redevelopment program: 
and the development of housing programs and to the coordmated 
planning of highway and utility development, school development, 
recreation development with these housing activities. 

The provisions of S, 3158 which would provide a modest sum of 
$1 million per year for a 10-year period would permit a doubling 
immediately of the enrollment in the 21 graduate schools of “ity 
planning. 

During the year of 1955, exactly 147 graduates came out of these 
schools. This number should be at least 300 or 400 to keep up with 
the jobs currently being created. 

I call your attention to the fact that when the Congress adopts a 
program of grants for local planning and provides a million doliars 
for that program with the provision that local communities must 
match the million dollars with another million, you are creating 400 or 
500 jobs, but the output of the schools last year was 147 professional 
planners. 

I think that these provisions are urgent. I think that the absence 
of adequately trained professional city planners and housing tech- 
nicians is a major obstacle to local governments in the development 
of their housing programs and that there is a rare opportunity to 
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ameliorate this situation with a relatively small expenditure of money 
to be administered as individual scholarships to meritorious, needy 
nd well qualified students through the National Science Foundation 

Third, I would like to comment on the research provisions of section 
703 of S. 3158. The Administrator of the Housing and Home 
Finance Agency has a vast responsibility. He presides over Fedral 
obligations and contingent liabilities of from $50 to $70 billion. He 
presides over agencies which are currently effecting the construction 
of 500,000 to 600,000 houses a year—this in a field in which we have 
\ery limited knowledge of the market, very limited knowledge of 

eed, very limited knowledge of the factors affecting the growth and 
deterioration of residential areas, very limited knowledge of credit 
-onditions, and the most fragmentary knowledge of technical possi- 
Wilities. 

In other industries, in for instance automobile and radio, vast 
corporations spend 5, 10, even 15 or 20 percent of their total budgets 
for research. Such research has paid off handsomely. Research 
-ponsored by the Federal Government in the field of agriculture over 
the last 50 years has made our country agriculturally the most pro- 
ductive nation in the world. 

The housing industry, like agriculture, is a small, relatively frac- 
tioned industry. It does not possess big units like General Motors 
which are capable of financing extensive research. Even in the 
financing field banking houses, life insurance companies devote rela- 
tively smal] amounts of their resources to research. 

Under these circumstances, Congress agreed several years ago that 
an organized, well-financed and sustained research program was essen- 
tial. Such a program was authorized in the Housing Act of 1949, 
and, as you knew, it terminated by an action of the Appropriations 
Committee a few years later. The Housing and Home Finance Ad- 
ministrator, presiding over $50 billion worth of obligations, is cur- 
rently asking the Congress for a piddling $157,000 in order to ascertain 
whether the market for housing is still sound or whether we are going 
into another period of declining market. 

This is to me a sensationally inadequate request. I am currently 
spending through the Institute for Urban Studies of the University 
of Pennsylvania $186,000, which has been appropriated by the city 
of Philadelphia, for an examination of the housing market in the city 
of Philadelphia. But the Housing Administrator feels that he needs 
only $157,000 to do the same job for the whole United States—and 
for an obligation which vastly exceeds in housing that of all of the 
agencies in the State of Pennsylvania. 

It seems to me that the provisions of S. 3158 in this respect are well 
considered and should certainly have a high priority in any housing 
legislation adopted this year. 

[ was asked also to comment on the provisions of S. 3158 with 
respect to aids for local public works. I would just say this: That 
for every $10,000 invested by private builders in housing and pur- 
chased by private consumers, some community must spend from 
%3,000 to $4,000 to match that house with community facilities, to 
match it with streets, sewer, water, schools, park and recreation facil- 
ities, and health facilities. 
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When we are spending $12 billion to $15 billion a year on new 
housing as we have been in recent years, this means that local commu- 
nities must dig up annually an extra $3 billion to $4 billion for the 
community facilities that are occasioned directly by that housing. 

So many suburban communities and many central cities find them- 
selves in an acute financial crisis as a result of their inability to build 
community facilities at the same time in the places where housing is 
going up. 

I believe that the provisions of S. 3158 would materially improve 
this situation, particularly those related to guaranties of local com- 
munity bond issues and loans for community facilities. 

I would like to conelude this statement with a few comments on the 
program of renewal, rehabilitation, and enforcement. 

I would like to urge the committee to take a look at some of the 
most highly advertised renewal and rehabilitation areas. It has been 
my privilege recently to serve as the chairman of a board appointed 
by the mayor of the city of Baltimore to examine into these programs. 
Baltimore I suppose has done more, has pioneered more in these activi- 
ties than any other community, and yet Baltimore is profoundly 
dissatisfied with its efforts and is taking vigorous steps I believe to 
try to improve them. 

If you will look at areas that were rehabilitated a few years ago, | 
think you will question seriously the value of all of this effort, because 
unless there is sustained community action to continue the marginal 
benefits achieved the areas rapidly slip back into slum conditions. 

This is going to be a long, slow and painfully developed program. 
It is not going to accomplish miraculous results, and it is not going to 
be a substitute for slum clearance and redevelopment. It is an in- 
terim, palliative something to improve the conditions of the 15 million 
American families who are going to live in slums for the next 20 years 
while we get around to clearing those slums. 

Secondly, I would like to have the committee examine into the 
economic effects of some of these rehabilitation activities. There was 
brought to my attention recently one of the model houses which was 
highly advertised in connection with this new kind of salvation that 
is being preached. This house was purchased by a nonprofit agency 
for $3,000. Four thousand dollars worth of improvements were put 
into the house so that it could be used as a model of what rehabilita- 
tion should be. 

After the noise had quieted down, after the movie had been taken, 
after the nonprofit institution lost its interest in this house, it sold the 
house. And what did it sell the house for on the open market /— 
$3,500. Three thousand five hundred dollars worth of that corpora- 
tion’s money was put down a rat hole. 

Witnesses before this committee have asked this morning that 7 
million American citizens be slugged by code enforcement into a prop- 
osition of making bad, economically-unsound investments in their 
homes. I think this should be examined and should be examined 
carefully. 

I am in favor of rehabilitation. I believe that it is desperately 
needed to improve the housing condition of families who live im slums. 
But I think we need a very. very close look at the economic effects and 
at the social effects of this program. 
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Lf we were to have the kind of widespread code enforcement that was 
asked today, we would have to relocate at least 7 million families who 
live in clearly substandard homes. Where will they go? What will 
they pay when they go there? Every community which has tried 
drastic code enforcement has stubbed its toe on the fact that there is 
no housing into which these families can move at prices or rents that 
they can afford to pay. 

Let me again reiterate I am for this program. I support it on an 
orderly, organized and humane basis. But it cannot go forward at 
the levels that Federal officials claim it should go forward until we 
have an adequate supply of housing for low-income families, an ade- 
quate supply of housing for middle-income families, and an adequate 
reservoir of housing even for high-income families who will be moving 
out of rehabilitation areas into other areas. 

Thank you for your attention, 

Senator Leaman. Thank you very much indeed. 

(The statement of Mr. Krooth referred to follows :) 


STATEMENT OF Davin L. Krooru, NATIONAL HOUSING CONFERENCE, BEFORE SUB- 
COMMITTEE ON HOUSING OF THE HOUSE COMMITTEE ON BANKING AND CURRENCY, 
‘THURSDAY, FEBRUARY 16, 1956 


My name is David L. Krooth. I am appearing on behalf of the National 
Housing Conference, a nonprofit organization which, for almost 25 years, has 
Leen devoted to the objectives of a comprehensive and balanced housing program. 


1. SUMMARY STATEMENT OF OBJECTIVES 


Everyone knows the mortgage market is tight today. There appears to be 
a greater demand for mortgage money than the supply. As a result, we are 
faced with the problem that mortgages are being sold at large discounts and 
that housing construction will be retarded due to the lack of mortgage financing. 
Such conditions have arisen in our economy from time to time. What is the 
proper function and role of the Government to prevent or alleviate such con- 
ditions? There are several objectives which should be realized: 

First. The Government should take such steps as are necessary to aid in 
having an adequate supply of mortgage financing to meet the demand. : 

Second. The Government should provide some support of the price at which 
financing is available. An adequate supply of mortgage financing at a fair price 
is necessary to assure that there is a sufficient volume of residential construc- 
tion to meet the needs of the national economy generally, as well as the specific 
housing needs of the people. 

Third. To the extent that existing financing tools and resources do not meet 
the housing needs of people, the Government has a responsibility to provide addi- 
tional tools and financing in order to provide housing for families of moderate 
income whose needs are now being neglected. 

2. FNMA—A PROFITMAKING MORTGAGE COMPANY 

Since 1954, FNMA has ceased to be a Government-owned corporation. It is 
a mixed-ownership corporation which is ultimately designed to be privately 
owned entirely. This program contemplates that FNMA should operate at a 
profit, so that it can declare and pay dividends on the stock which is privately 
held, as well as the stock held and owned by the Government. 

_ As a matter of fact, last year FNMA did pretty well, since it announced that 
its annual earnings to June 30, 1955, were $35 million. It is operating like 
any private business, in the sense that it is paying the lowest market price for 
inortgages. It is also charging a profitmaking level of fees. In addition 
FNMA must require the seller of mortgages to buy FNMA stock in an amount 


ome | to 3 percent of the principal amount of the mortgage involved in the 
purchase, 


75333—56——-39 
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8. FNMA SECONDARY MARKET OPERATIONS 


At the present time, in its secondary market operations, FNMA is following 
the policy of making limited amounts of money available—at a price. Under 
this operation, the law provides that FNMA shall purchase mortgages at their 
market price. Moreover, the mortgages are to meet the purchase standards 
imposed by private institutional mortgage investments. Thus, the purpose of 
this operation is merely to provide a degree of liquidity for mortgage invest- 
ments and help improve the distribution of investment capital available for 
residential mortgage financing. As presently constituted, this program does not 
provide any support to the market, since FNMA in its purchases follows the 
market on down. 

Let me take a specific example of a FNMA purchase of a $10,000 mortgage 
which is insured by FHA or guaranteed by VA. The following fees, discounts, or 
investments are required in connection with a typical mortgage sale to FNMA: 


(1) Marketing fee of 
(2) Typical discount, i. e., pay 97 cents on the $1* 
(3) Investment in FNMA stock. 


2This was the average price d by FNMA last y >. Baughman’s speech of 
Jan. 25, 1956, in Chicago before ‘ational Association of f Home Builders 


In addition, there are the following estimated costs involved, so far as the 
builder is concerned: 


(1) Services of mortgagee 
(2) Construction financing 


It is true that the item of 3 percent representing the purchase of FNMA stock is 
an investment. However, private mortgage institutions do not generally have 
the kind of capital where they’re looking for such investments. So, they require 


the builder to put up the 3 percent and make the investment in FNMA stock. 
To him, this is just an added cost of financing. He can hold the stock, or liqui- 
date it at a much lower price than he paid. FNMA’s president acknowledged 
that the stock is selling at large losses when he said some transfers have been 
made “at prices as high as 75.”* Meanwhile, the builder will try to pass on 
as much of these financing costs as he can to the consumer. In this typical 
case, the total charges or investments involved in getting financing amount to 
9 percent or $900 on a $10,000 mortgage. 

In January of this year, FNMA announced a new program under which it will 
purchase mortgages at current discounts, with an option to the seller to repur- 
chase them within 9 months at the price paid. Under this program, there is an 
additional charge of 1 percent for the option given to the seller; so the expendi- 
ture required for the financing, in the example cited above, would be 10 percent 
or $1,000 on a $10,000 mortgage. 

To get this option, the seller must buy stock in FNMA equal to 3 percent of the 
mortgage and pay an option fee of 1 percent and a purchasing fee of one-half of 
1 percent. If the seller exercises his option to repurchase the mortgage from 
FNMA at the sale-discount price, he still has to hold the stock in FNMA; so he 
has laid out 4% percent, besides paying 414 percent interest (plus one-half of 
1 percent where FHA insurance is involved) for interim financing for 9 months. 

So far, I have been discussing the present FNMA policy as it relates to price. 
We come now to the second aspect of its operations, namely, the availability of 
a sufficient supply of mortgage financing. It must be recognized that the price 
for financing can be made so high as to become prohibitive. Under such circum- 
stances, the assurance that financing is available “at a price” is a mythical 
assurance. If the price is raised high enough, there will be no demand and, 
therefore, it can be argued that the supply of mortgage money is adequate to 
meet the diminished demand caused by prohibitive prices. Actually, many build- 
ers have availed themselves of FNMA facilities in order to work themselves out 
of critical cases, where they had acquired the land and undertaken building and 
other commitments. In such cases, a builder might be prepared to incur exorbi- 


7 P. 6 of above speech by Mr. Baughman. 
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tant financing costs in order to get his money out of a pending development. 
However, faced by such prohibitive financing costs, he will not start a new hous- 
ing development and make new commitments. This is one of the reasons why 
there has been such a drop in the filing of FHA applications and requests for 
VA appraisals. 

There is one other important tool which is lacking in the present secondary 
market operations of FNMA, namely, the issuance of advance commitments to 
purchase mortgages. Generally speaking, such advance commitments are neces- 
sary to enable builders to obtain construction financing on reasonable terms. 
Since FNMA is not issuing advance commitments, many builders are not in a posi- 
tion where they can obtain construction financing, at a reasonable price, based 
on a take-out for the mortgages on completed houses. 

The recent FNMA program under which mortgage holders can sell mortgages 
to FNMA, with an option to repurchase in 9 months, does not meet this need 
for advanee commitments. That program merely adds somewhat to the tem- 
porary supply of mortgage money. 


4. FNMA SPECIAL ASSISTANCE FUNCTIONS 


At the time that Congress rechartered FNMA as a mixed ownership cor- 
poration, it was apprehensive about the availability of financing for mortgages 
originated under special housing programs designed to provide housing for 
segments of the population unable to obtain housing due to the lack of an 
established market for mortgages thereon. Likewise, there was concern that 
the mortgage market might decline to a point where it might retard home- 
building activities and threaten the stability of a high-level national economy. 

To meet these needs, Congress authorized FNMA to make advance commit- 
ments to purchase mortgages, and to purchase mortgages over-the-counter, to 
the extent that the President determined such actions to be in the public in- 
terest. In 1955, Congress provided a similar authorization to FNMA with re- 
spect to mortgages on cooperative housing projects insured by FHA under 
section 213; in this case no presidential determination was required, as Con- 
gress made the determination that such special assistance was required. 

To carry out the special assistance functions, the Treasury Department was 
authorized to make advances of funds to FNMA against the receipt of its cor- 
porate obligations. Purchases and commitments were authorized for special 
assistance functions in an amount not to exceed $200 million outstanding at 
any one time; in addition, FNMA was authorized to provide 20 percent partici- 
pations aggregating $100 billion out of a total financing of $500 million. Thus, 
the total special assistance program from both sources would amount to $700 
million. 

In view of the purposes of the special assistance functions, it is ironical that 
FNMA is applying to this program many of the same practices and policies it 
follows under the secondary market operation. This defeats the purpose of 
this program. Let me take a typical example of a case of fees and charges 
under special assistance involving a $10,000 mortgage: 


(1) Commitment fee 
(2) Mortgage discount, i. e., pay 98 cents on the $1 
(3) Purehasing and marketing fee 


As in the ease of the secondary market operation, these merely cover the 
takeout commitment for permanent financing; so we also have the following 
additional costs: 


Services of mortgagee 
Construction financing 


It should be noted that in the example cited above, we do not have an invest- 
ment of 3 percent in FNMA stock, since under the statute no such investment 
: rogntren on the special assistance functions. These involve only Government 

unds. 

The same prices and charges have been aplied by FNMA to the cooperative 
housing program under the special legislation enacted by the Congress in 1955. 

In establishing the special assistance and cooperative purchase functions, 
Congress recognized that there was a special public interest which placed these 
mortgages in this category. It contemplated that FNMA would purchase these 
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mortgages at par, as it had done in the past when it operated with Government 
funds under similar authorizations. By purchasing the mortgages at the present 
large discounts and high rates of fees, FNMA is defeating the purpose of this 
legislation. 

One important area intended to be served by the special assistance functions 
was minority housing. It was recognized that mortgage financing was less 
readily available for such housing and that the public interest required that the 
Government make such financing available through special assistance. Never. 
theless, as of this date, the President has not even made special assistance funds 
available for minority housing. 


5. RECOMMENDATIONS AS TO FNMA 


What are our recommendations in order to make mortgage financing available 
for home building generally? 

First: FNMA should provide some support in the market on FHA-insured and 
VA-guaranteed mortgages. I am not going to suggest the level at which the 
market should be supported, but certainly there is no justification for allowing 
FHA-insured and VA-guaranteed mortgages to sell at their current discount 
prices—sometimes as low as 7 points below par or even lower. 

Basically, we are dealing with a riskless security. Its intrinsic value does not 
require that the mortgages be sold at discounts in order to reflect possible losses 
in repayments. The only losses which could be incurred by FNMA are those 
which would result if it elected to resell the mortgages at a time when their 
market price might be lower. However, there is no reason why FNMA should 
resell mortgages in such a market. 

If FNMA feels that there are provisions in the present law which impose 
upon it a duty to make such sales, such provisions should be eliminated from the 
law. If necessary, the mortgages could be held until their maturity. However, 
as a practical matter, it is not likely that this will be necessary. Rather, as the 
mortgage market improves, and as the mortgages purchased have additional 
seasoning, they can doubtless be reoffered at later dates at prices which will 
avoid losses to FNMA; otherwise they should be held until they are paid off. 

Second: FNMA should be authorized to issue advance commitments so that 
builders can obtain construction financing. These commitments can be in the 
nature of standbys. They can be issued at a price somewhat under the market, 
so that the builder will have an incentive to place the mortgage elsewhere by the 
time it is ready for delivery. The combination of such a price, plus a commit- 
ment fee, will avoid the dumping of loans in FNMA; at the same time, it will 
make construction financing available, on reasonable terms, due to the take-out. 

Third: FNMA should be authorized to make short-term loans, at reasonable 
interest rates, to institutional and other permanent lenders against the assign- 
ment of FHA-insured or VA-guaranteed loans as collateral. Such loans would 
increase, and help stabilize, the supply of funds for new mortgage loans. They 
would enable a permanent lender to anticipate investment funds that will be- 
come available to it at a later date. A condition of the loans should be that 
the funds would be used for further mortgage purchases at this time, in antici- 
pation of the additional investment funds which will become available to the 
borrower in a year or two. 

Fourth: With respect to special assistance and cooperative housing functions, 
there was a special public interest which placed these residential mortgages 
in this category. Since FNMA is not carrying out the Congressional intent on 
this program, but is applying to it substantially the same policies as it does under 
its secondary market operations, Congress should direct FNMA ‘to purchase these 
mortgages at par in recognition of the special public interest to be served. 

Fifth: With respect to mortgages on cooperative housing, there should be a 
reaffirmation of the congressional intent that the FNMA authorization of ad- 
vance commitments of $5 million for any one State (like the $50 million author- 
ization for the Nation) is applicable to the amounts of commitments respectively 
outstanding at any one time. 

These amendments to the FNMA legislation will be helpful primarily in 
earrying out the objectives of (@) assuring the availability of funds for pur- 
chases of FHA-insured and VA-guaranteed mortgages; (b) having some market 
supports so such mortgages are bought at reasonable prices; and (c) having 
purehases of special-assistance mortgages at par in order to carry out the 
public interest involved in those programs. 
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6. NEED FOR NEW NONPROFIT MORTGAGE COMPANY 


It should be recognized that these measures through FNMA will not 
fulfill the larger area of Government responsibility to make housing available 
for those families of moderate income who are now neglected under our hous- 
ing programs. Here, a different approach is required than that available through 
FNMA where it purchases FHA-insured and VA-guaranteed mortgages. What 
we need are new tools which will have the effect of providing housing at lower 
cost. 

There is a serious problem in housing which has not been met by any existing 
legislation. This is the housing need of families of moderate incomes who are 
below the level which can be reached by private housing construction with pres- 
ent financing. These families are above the income level served by subsidized 
public housing. In short, they are caught in the middle—with their housing 
needs neglected. 

A sound national housing policy requires a program that will meet the 
needs of these families of moderate income. Their needs can be met without 
Federal subsidies, under a program which would be privately owned and pri- 
vately constructed. 

To bring the cost of housing within the reach of these moderate-income families, 
it is necessary that loans be made available at lower interest: rates and with 
longer-term amortization. To assure that the benefits of such financing are 
reflected entirely in lower monthly costs of housing to the oceupant, this type 
of financing could be made available only to cooperatives and nonprofit corpora- 
tions. 

The cooperative is a means for people building for themselves and owning 
asagroup. There are certain savings that result from the use of the cooperative : 

First, there is the nonprofit feature, as people organize themselves and 
undertake and operate the project, without speculative profits on the land 
or sales of housing. Private builders would construct the housing at reason- 
able contractor’s profits, but the profits of speculative building would be 
eliminated. 

Second, cooperative owners of a group development can do much of their 
own work in maintaining the project. 

Third, by having their homes built in a group rather than individually, 
there are savings in construction costs. 

The use of cooperatives, with Federal assistance, has been successful in 
other fields, including rural electrification, farm cooperatives, and cooperatives 
of water users on irrigation projects. 

Families with moderate income should be able to get financing for such coop- 
erative group housing developments on terms which will make it possible for 
them to afford the housing. So should nonprofit developments of rental housing. 
This would include long-term loans for periods of 40 years, which would allow 
the people to spread payments for the housing over the period of its useful 
life, rather than a part of that period. It would also include lower interest 
rates. 

Such a program would be possible through the. establishment of a nonprofit 
mortgage corporation for cooperatives and nonprofit housing. The Federal Gov- 
ernment would initially subscribe to capital stock in this corporation aggregating 
$100 million. This stock would be retired from the proceeds of the sale of stock 
to borrowers who would be required to subscribe to such stock, concurrently 
with the purchase of their mortgages by the mortgage corporation. In this 
manner, the mortgage company would ultimately become privately owned by 
the housing cooperatives and other nonprofit companies. This is the same 
procedure followed with the Federal home-loan banks, in which all the Govern- 
ment’s stock has now been retired. It is also the procedure which has been set 
up for FNMA in its new charter, except that this nonprofit mortgage corpora- 
tion would be owned by cooperatives and other nonprofit borrowers. 

When a mortgage is purchased by the mortgage corporation, the borrower 
would subscribe to capital stock in an amount equal to 5 percent of the mortgage. 
However, the borrower should be permitted to pay for its stock subscription in 
installments—a part to be paid when the loan application is made, a part at 
the closing, and the balance over a period of years. This will reduce down- 
payments to the reach of the families of moderate income to be served. 

The mortgage corporation would use its initial capital to purchase an initial 
group of mortgages. When the corporation had purchased a number of mort- 
gages, it would be authorized to issue bonds in an amount equal to the unpaid 
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principal of the mortgages held by it. Thus, the basic underlying security be- 
hind the bonds of the mortgage company would be sound, since it would consist 
of mortgages on cooperative and nonprofit housing projects which had been 
built under the supervision of the mortgage corporation. 

The bonds of the mortgage corporation would have the same type of guarantee 
as FHA-insured mortgages. In the event of a default in those bonds, as in the 
ease of FHA-insured mortgages, they would be exchangeable for debentures 
of the Government which would be guaranteed. Reserves equal to one-quarter 
of 1 percent of the amount of the mortgages would be set aside each year as 
a protection against defaults. They would provide the same protection against 
loss as is present under the FHA insurance program. 

Loans would be made to cooperatives and other nonprofit corporations at an 
interest rate representing the cost of money to the mortgage corporation plus 
one-half of 1 percent. Part of this would cover administrative costs and the 
balance would provide a reserve against losses. It is expected that the interest 
rate would be about 3% percent, based on the cost of money to the mortgage com- 
pany on its consolidated financing, plus its cost of administration and its re- 
serves. 

On $10,000 of financing for a home over a period of 40 years, the monthly 
carrying charges would be $38.70. This compares with the present monthly 
carrying charges of $58.50 on an FHA-insured mortgage of 25 years, and $53.70 
on a 30-year mortgage. It is a reduction of $15 to $20 per month in carrying 
charges. Moreover, this program would not involve mortgage discounts or 
brokerages and other financing charges. 

The nonprofit mortgage corporation would not sell the mortgages which it 
purchased, but would pool them as security for its consolidated financing. 
This would provide protection and diversity of security. The project mortgages 
would all be serviced by the mortgage corporation on a nonprofit basis. 

The bonds of the mortgage corporation would represent an attractive invest- 
ment. They would tap large new sources of funds for housing investments. 
Purchasers of these bonds would not have the problems involved in owning or 
servicing mortgages, but would merely clip coupons to collect interest on the 
bonds. 

We believe labor unions and other institutions interested in cooperative and 
nonprofit housing would be prepared to invest large sums—from pension and 
other funds—in the bonds of the mortgage corporation. These sources have 
not been prepared generally to make investments in mortgages because they 
involve servicing burdens and long maturities. The mortgage corporation 
would retain and service the mortgages and issue bonds against them, with at- 
tractive maturities. 

Thus, the nonprofit mortgage corporation would not only provide an assured 
source of low-cost finaneing for cooperative and nonprofit housing, but would 
also provide the means for securing the investment funds to be used for this 
purpose through the sale of its bonds. 

This type of low-cost financing would be made available only to cooperatives 
and other nonprofit organizations who could demonstrate that they will achieve 
additional savings—through the use of nonprofit and other features. In short, 
the savings involved in this program represent a combination of savings (ca) 
in the nonprofit undertaking and operation of the projects, and (b) in the non- 
profit financing with long-term loans at low interest rates. 

As part of its servicing of the mortgages which it purchases, the mortgage 
corporation would provide the assistance and supervision required to assure 
that cooperative and nonprofit housing projects are soundly constructed and 
operated, with all necessary protections. It is recognized that such projects 
require such additional assistance. In dealing solely with housing cooperatives 
and nonprofit organizations, the mortgage corporation can gear its operations to 
meeting these problems. In this way, it can help develop an ever-growing 
strength and confidence in the program. 

This program would make it possible to meet the housing needs of families of 
moderate income for whom housing cannot now be built with the tools available 
under existing legislation. In fact, the program could be limited to serve only 
such families whose needs cannot be met without the aid of nonprofit financing. 


Senator Lenman. The next witness is Miss Levenson for the Na- 
tional Committee Against Discrimination in Housing. Miss Leven- 
son, I think we will hear from you this morning. You could 
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summarize or shorten your statement. That would be some help. 
But I do not want to demand that. You read it if you prefer. 


STATEMENT OF FRANCES LEVENSON, ON BEHALF OF NATIONAL 
COMMITTEE AGAINST DISCRIMINATION IN HOUSING 


Miss Levenson. I will try to summarize as much as possible. 

Senator Lenman. Very well. 

Miss Levenson. Mr. Chairman, members of the subcommittee, my 
name is Frances Levenson. I am executive director of the National 
Committee Against Discrimination in Housing, of New York, N. Y. 

The national committee coordinates the activities of 25 major civil 
rights, labor, religious and minority group organizations concerned 
with the problems of discrimination in housing. : 

We have conferred extensively with Government housing officials 
over a period of more than 5 years to urge that the Federal housing 
programs supported by all citizens be grounded on the proposition 
that its benefits be dispensed without discrimination because of race, 
creed, or national origin. I believe that NCDH has been in some 
measure responsible for the increasing recognition that we will not 
be able to solve the housing and slum problems of our cities unless 
we face squarely the problems of race discrimination in housing. This 
awareness has been reflected in statements by President Eisenhower 
and high housing officials. For example, the President on January 
25, 1954, in his housing message to Congress said : 

It must be frankly and honestly acknowledged that many members of minority 
croups, regardless of their income or their economic status, have had the least 
opportunity of all of our citizens to acquire good homes. Some progress, 
although far too little, has been made by the Housing Agency in encouraging 
the production and financing of adequate housing available to members of 
minority groups. However, the administrative policies governing the opera- 
tions of the several housing agencies must be, and they will be, materially 
strengthened and augmented in order to assure equal opportunity for all of our 
citizens to acquire, within their means, good and well-located homes. 

This statement followed the report of the President’s Advisory 
Committee on Government Housing Policies and Programs, wherein 
it was stated that— 


The Committee is deeply concerned with the housing problems of minority 
groups. Too often, the opportunities of minority group families to obtain 
adequate housing are extremely limited or nonexistent. Too often, the work- 
ings of our free economy do not provide solutions that benefit minorities. 


To the same effect, in February 1954, HHFA Administrator Albert 
Cole pointed out that the critical factor in the housing picture was 
racial exclusion, and further that— 


The President has made it clear that to the extent that Federal policies can 
be so used, we will do all in our authority to make housing and home finance 
available to minority families and we certainly will not approve Federal 
assistance to any community unless the affected minority families are ade- 
quately rehoused and are fairly treated. 


Finally, he promised that Agency procedures would be tightened— 


fo aan doubly sure that all citizens, regardless of race, are given an even 
reak. 


Nevertheless, in the gg 2 years no positive steps have been taken 
to implement these goals. 
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Housing remains today the one commodity sold in a discriminated 
market where the color of the hand which holds the money determines 
what that money can purchase. As pointed out by Housing Expert 
Loren Miller in a recent speech. 

It is elementary that those who cannot buy in the open market in a free enter- 
prise economy are subject to certain disadvantages. The special market to which 
they are forced to resort tends to remain a seller’s market. Supply is limited. 
In the ordinary case, that supply will consist of those items that cannot be sold 
in the open market. The disadvantaged buyer is in no position to reject shoddy 


merchandise or haggle over prices. He must take what he can get and pay 
what he is asked * * * 


This exclusion has exacted a tremendous dollar and cents toll from the Negro 
homeseeker. He has been denied the advantages of the low downpayment 
and low interest rate features of the FHA program and has had to make higher 
downpayments and pay higher interest rates to purchase available secondhand 
housing. In many cases he has been forced into the second mortgage market 
where interest rates are at a maximum. In short, he has been required to pay 
the hangman’s fee to have his neck broken for a crime he did not commit. He 
has been disadvantaged in other less tangible but no less real ways. Those who 
take over secondhand neighborhoods fall heir to secondhand public facilities. 

A rational housing program for the entire Nation can simply not 
be developed unless existence of this discriminatory market is recog- 
nized and positive steps taken to include minority families in the gen- 
eral housing market. The disparity which exists in housing condi- 
tions for minorities has been well documented. Overcrowding is 4 
times as great for nonwhites, dilapidation is 6 times as great. But, 
as the House Subcommittee on Housing pointed out— 


only part of the problem can be explained by the income factor. 


Much as we are doing to root out slums, in city after city, the evi- 
dence is that we are creating new slums faster than we are eliminating 
the old. The trend in our cities is for middle-class white families 
to flee to the suburbs. With the large migration of minority families 
to urban areas, the result has been an increasing proportion of non- 
white families in the central city surrounded by a ring of all-white 
suburbs to which the nonwhite family cannot move, regardless of 
income.. We are developing two-class cities, composed of the very 
rich and the very poor, with an increasing proportion of minority 
families, This is leading to problems of sudden growth for the 
suburbs, social and economic disorganization in the city and increased 
residential segregation in both city and suburb. 

It must be stated that many of the policies and practices of the 
Federal housing agencies have actually accentuated and intensified 
these trends. A short survey of some of the Federal housing pro- 
grams will suffice to illustrate. 

From the inception of the urban renewal and urban redevelopment 
program in 1949, this program was viewed by experts as holding both 
threats and promises for minority families. Actual experience is in- 
dicating that its threats are being realized with little of the promise. 
Looking at facts, there is little wonder that the program is character- 
ized by many as “Negro clearance.” , 

Latest official figures reveal that more than two-thirds of the families 
displaced are nonwhite. In most instances they will not be able 
to return to the new accommodations, either because the new accom- 
modations are too high cost or because the new is intended for all- 
white occupancy. Although it was estimated that 50 percent would 
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be eligible for low-rent public housing, by the end of September 
1955, for every family relocated in public housing, three displaced 
families had moved to other private housing. 

Despite the fact that the law seidider ton the acquisition and re- 
sale of vacant and predominantly vacant sites, of the 215 projects in 
final planning or execution, only 14 are on open or predominantly 
open land. The programs now approved call for a net loss of approxi- 
mately 40,000 units of housing. ith the disproportionate displace- 
ment of nonwhite families, they are the ones who suffer the greatest 
hardship. 

As the programs unfold, we have the appalling situation of reduc- 
ing the supply of low-rent housing at a time when there is an exist- 
ing shortage of this kind of shelter. With the standard private hous- 
ing market all but closed, there is no place for minority families to 
go but to overcrowd further into the already overcrowded slum 
ghettos. The failure of section 220 and particularly section 221 to re- 
sult in housing has underminéd the justification for the persistent 
concentration upon slum clearance in the title I program. 

Policies have been designed to deal with this problem. One pro- 
vided for coordinated efforts of the Public Housing Administration, 
the Urban Renewal Administration and the Federal Housing Ad- 
ministration to provide new public and private housing for these 
relocatees. This procedure has been invoked by less than five cities 
and as far as I know has not produced one single unit of private 
housing. A second was a land use policy statement promulgated in 
January 1953. This policy may prevent outright “Negro clearance” 
and the diminution of land available for minority families. However, 


it substitutes what is colloquially known as “space swapping, thus 
ill 


creating new pockets of minority concentration which will most cer- 
tainly accelerate the tendency toward institutionalized segregation. 

The workable-program requirement was viewed as a possible safe- 
guard. It calls for, among other things, a relocation program and 
adequate local building codes. ‘The latter would include, in addi- 
tion to minimum physical housing standards, prescribed occupancy 
standards. As a matter of fact, howeves. wotkable programs have 
been no more than a statement of promises and intentions. Slum 
clearance has frequently been initiated at a time when there were no 
effective limitations upon overcrowding and doubling up. A program 
which in theory woul expose the need for and require the creation of 
additional housing units for displaced families has, in practice, pro- 
ceeded without occasioning the prescribed increase in dwelling ac- 
commodations. We clear one slum only to create others. 

There is still another development which has particular pertinence 
to the status of nonwhite families. It is the result of selecting for 
urban renewal sites in which whites and nonwhites now live side. by 
side under substandard conditions. In some instances in southern 
and border cities, it is planned to redevelop these areas for the ex- 
clusive occupancy of white families. Even when this is not clearly 
indicated in the local plans, it will sometimes become a de facto situa- 
tion due to elimination of minority groups on economic rather than 
racial grounds. 

Problems of relocation have already retarded the progress of title 
I developments. In other cases the requirements of section 105 ({c) . 
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of the Housing Act of 1949—that. displaced families be rehoused in 
“decent, safe, and sanitary dwellings”—are mere words with no mean- 


ing in actuality. As the Subcommittee on Housing of the House of 
Representatives pointed out: 


If displaced families are merely shunted to another slum area, or an area whic) 
is on the verge of becoming a slum, the problem is only aggravated further. 

Despite the central importance of racial relations considerations 
to urban renewal there is no effective race relations review of proposals 
submitted to the Federal Government. There is no provision for a 
race-relations expert on the staff of the regional urban renewal office. 
In addition, the HHFA Administrator has the nondelegable respon- 
sibility of certifying a locality’s workable program and in particular 
the feasibility of the relocation plan. Nevertheless, there is no race- 
relations specialist on the Administrator’s staff, charged with ad- 
vising in this regard. 

As far as the Federal Housing Administration is concerned, its 
record with regard—— 

Senator Lenman. Is that failure to have any race-relations special- 
ist ou the Administrator’s staff due to budgetary requirements or 
regulations or 


{iss Levenson. Such an expert has not been requested by the 
Administrator. 


Senator Lenman. There is no such position set up ? 

Miss Levenson. There is no such position at the present time. 

The record of FHA with regard to the production of homes for 
minority groups has indeed been a sorry one. Less than 2 percent of 
the total number of new homes insured by FHA since 1946 have been 


available to minorities. The vast majority of this has been in all- 
Negro developments in the South. FHA holds fast to the premise 
that occupancy patterns are not their concern, disregarding the fact 


that FHA is a Government agency dispensing a Government henefit. 
This is difficult to accept, since its previous concern with occupancy 
patterns placed the prestige of the Federal Government behind racial- 
restricted covenants and crystallized the concept of racial homogeneity 
in neighborhoods. FHA has continued to rely almost exclusively on 
exhortation of builders and lenders to stimulate the building of hous- 
ing available to minority groups and has acquiesced in industry’s plans 
to make such housing available on a segregated basis. 
Senator Lenman. What do you mean by that— 


that the FHA has continued to rely almost exclusively on exhortation of builders 
and lenders to stimulate the building of housing available to minority groups 


and has acquiesced in industry's plans to make such housing available on a 
segregated basis. 


Miss Levenson. The FHA has frequently urged the building in- 
dustry to build for minority groups, and in speeches of officials—— 

Senator Lenman. Well, it - be, as I understand it, exhortation 
to builders. You have “of builders”; that is what I could not 
understand. 

Miss Levenson. There has been little actual change in FHA opera- 
tions since its inception 20 years ago. True, it no longer recommends 
the race-restrictive covenant, and will not insure homes where there 
is a recorded restrictive covenant, and will insure open occupancy 
development. But FHA-aided Jim Crow Levittowns are still being 
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built in 1956. Our cities continue to be ringed by a. growing rise of 
exclusive white suburbs built with FHA assistance. Public relations- 
wise, FHA has embarked on a campaign to expand the supply of hous- 
ing available to minorities, but this has not even resulted in an appre- 
ciable increase in all-Negro housing. 

Finally, the insurance programs cannot be of assistance and have 
not been of assistance to the large proportion of minority families with 
incomes between $4,000 to $6,000 per year. 

We believe that the race relations service of the HHFA and its 
constituent agencies has made an outstanding contribution to the whole 
field of intergroup relations. We have urged strengthening the serv- 
ice and complete elimination of any suggestion of partisan politics. 
We have watched, however, with dismay as the morale of the service 
has been eroded. It has become less and less an integral part of the 
operation of the HHFA. Within FHA, with the failure to institute 
agencywide education sa.“ aengs whereby all staff would share re- 
sponsibility for increasing the housing supply for minorities, the race 
relations specialist has continued to be the operating personnel] re- 
sponsible for getting the housing. This has restricted his serving in 
a review and advisory capacity. 

With regard to urban renewal, a race-relations staff has not been 
established. In fact, staff who previously had race-relations functions 
have been reassigned. 

The two most apenas race-relations personnel in the service 
were first reassigned outside of the main stream of agency operations, 
and then in August of last year fired for so-called budgetary reasons. 
The present head of the race-relations service has failed to offer any 
leadership. His advocacy of segregated housing has thoroughly dis- 
credited him. The ineffective remnant of the racial relations service 
is actually damaging. It creates the illusion that minority problems 
are being reco, and camouflages the indifference, neglect, and 
outright diserimination. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


It is recognized that the unavailability of ee financing for 
minority families is a serious situation. Most of the new housin 
available to him was made possible only by the use of advance Federa 
National Mortgage Association takeouts and direct assistance. The 
voluntary home mortgage credit program was supposed to remedy the 
situation. For the year 1955, it placed 476 individual loans for mi- 
nority families. In light of the need, this is indeed pitiful. 
MCP is not realistically related to the conventional real-estate 

rocesses through which minorities purchase the bulk of their hous- 
ing. It takes up to 6 months to place a VHMCP mortgage. Brokers 
and salesmen, fearing loss of sales, pressure the buyer into accepting 
a junior mortgage, rather than to wait while CP shops for 
sounder financing. 

PUBLIC HOUSING 


Public housing has cs the only substantial source of stand- 


ard housing for minority families. It has been almost the only source 
of nonsegregated new ie A continued high volume of public . 
housing is essential for displaced families if any slum clearance is 
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to proceed. It is further required by the high percentage of minority 
families unable to meet high private housing costs. 

Yet, even this program has not been an unmixed blessing for mi- 
nority families. Eighty-five percent of the housing is segregated, 
While courts have held that segregated public housing is unconstitu- 
tional, PHA refuses to condition the use of its funds on nonsegrega- 
tion. Priorities for tenant selection established in the Housing Act 
of 1949 are at times violated to conform with local patterns of segre- 
gation. In many cities displaced Negro families are still awaiting 
public housing, while white families with lower priorities have been 
given apartments. Piecemeal administrative protections previously 
adopted have been removed in the past few months with nothing posi- 
tive substituted. For example: 

On February 7, 1955, the requirement that local housing authorities 
show that; public-housing projects will make equitable provision for 
eligible families of all races and that tenants will be selected accord- 
ing to urgency of their need was shorn of its enforcement provisions. 

On March 8, 1955, a requirement that protected minority groups 
against the diminution of the overall housing supply in a community 
through demolition operations was deleted from the Public Housing 
Administration’s manual, 

On April 11, 1955, the requirement that “substantially the same 
quality, service, facilities, and conveniences with respect to all stand- 
ards and criteria * * *” be provided to all races was also removed. 

There is no question but that needs of minority families ery out for 
a full-scale, pabies-hevaane: program. But this program must be con- 


ditioned on a ey of no discrimination and no segregation if it is to 


truly benefit all our citizens. In addition, use of a high percentage of 
slum sites is adding to the relocation problem. The administrative 
standard for the relocation of families displaced by. public housing of 
housing no worse than that from which they moved has resulted in 
extension of slum conditions. 

In light of the foregoing, we make the following recommendations: 

1. The extension 6f Federal housing aids should be conditioned on 
a guaranty that the accommodations be available to all qualified per- 
sons regardless of race. 

2. Slum clearance through federally aided programs be meaning- 
fully and effectively related to the availability of decent, safe, and 
sanitary housing to meet the specific needs of displaced families. 

Senator Leuman. Of course, if they cut out or drastically reduce 
public housing, there will be no way of meeting their needs. 

Miss Levenson. That would be impossible. 

3. A balanced program including open and predominantly open 
sites for urban renewal and public housing be required from localities. 

4. Authorization for public housing be increased to an annual pro- 
duction rate realistically related to housing needs of low-income fam- 
ilies in addition to the requirements for rehousing displaced low- 
income families. 

5. Governmental assistance be provided for middle-income families 
in the economic no-man’s land between public and private housing. 
This would include liberalization of sections 220 and 221 and encour- 
agement of rental and cooperative housing. 
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6. Unified relocation standards be established for urban renewal 
and public housing and concrete evidence of feasibility of relocation 
plans be required in workable programs. 

7, Federal encouragement and assistance for planning on metro- 
politan area basis be established. 

8. The racial relations service be reconstituted on a nonpartisan, 
professional basis to provide responsible review of all programs in all 
headquarters and regional offices of the Housing and Home Finance 
Agency. Immediate measures should be taken to institute racial rela- 
tions review of all urban renewal proposals. 

9, Financing aids be developed actually to meet the real housing 
financing problems obstructing the access of minorities to housing on 
equal terms and conditions. Such aids would include revised 
WHMCP operations to provide a mortgage pool readily available for 
qualified loans. 

Senator Lenman. Thank you very much. 

I just want to ask one question. On page 5, third paragraph, you 
say, “We believe that the race-relatiens service of the HHF A and.its 
constituent agencies has made an outstanding contribution to the 
whole field of intergroup relations.” As I understand your testimony, 
you feel that the contribution that was made was in the past, not at the 
present time ? 

Miss Levenson. That is true. 

Senator Leman. That the service has greatly deteriorated 
recently ? 

Miss Levenson. It has deteriorated, has lost some of its best per- 
sonnel, and its morale is so low, and it is removed from the mainstream 
of agency operations to such an extent that it is impossible for it to 
make the kind of contribution that it can at the present time. 

Senator Lenman. In other words, it is not making a valuable con- 
tribution at the present time ¢ 

Miss Levenson. Today. Right. 

Senator Leuman. Thank you very much indeed, Miss Levenson. 

We have a statement from the Friends Committee on National 
Legislation. 

(The statement referred to follows :) 


STATEMENT OF CLARENCE H. Yarrow, THE FRIENDS COMMITTEE ON NATIONAL 
LEGISLATION 


My name is Clarence H. Yarrow. As an individual taking part in the affairs of 
my community in a suburb of Philadelphia, Pa., and through my daily work, I 
have become deeply concerned with the critical problems of racial diserimina- 
tion and segregation in housing. 

I am a member of the Religious Society of Friends, the group whose concerns 
are so often brought before you by the Friends Committee on National Legis- 
lation, for whom I have prepared this testimony. No one is authorized to speak 
officially for all the members of the extremely democratically organized Religious 
Society of Friends, but the motivation for my concern and work in the field 
= pry equal opportunities in housing springs from my religious beliefs as a 

riend. 

As a Quaker I want to recognize and I want society to recognize the worth of 
the individual and his dignity by removing artificial barriers to his freedom 
and his opportunity to participate fully and equally in our society. 

i have spent considerable time this past year trying to open opportunities for 
minority families to live in suburban communities. In one case, I have worked 
with some others in my area to develop housing which would be open to all 
economically able to purchase. We have been unsuccessful so far. In another 





610 HOUSING AMENDMENTS OF 1956 


case, I am trying with others.to help minority families find housing in suburban 
neighborhoods where there are property owners who would welcome them as 
neighbors. 

In the course of my professional activities I am close to the efforts of pro- 
grams in Philadelphia, Chicago, and the bay area of California which aim to open 
up new opportunities for nonsegregated living. The staff of these programs work 
with builders, bankers, Government officials, and community leaders in an effort 
to make integrated, democratic housing a reality. 

My testimony draws on these experiences. In the course of these activities, 
facts are gathered about the nature of racial segregation in housing and its 
role in total housing problems facing the country. I am anxious that they be a 
part of your thinking as you shape housing legislation. The testimony of many 
other individuals and organizations concerned with the individual’s welfare 
will undoubtedly reinforce the material I want to put before you. 

Experience shows that: 

1. Opportunities for housing are glaringly unequal. Nonwhite families 
cannot participate in a free and open housing market. Used housing, gen- 
erally wornout and outmoded, in closely restricted areas is the best avail- 
able to a minority family in most cases. New housing, offering better mort- 
gage terms with the benefit of Government-insured financing, is not avail- 
able to a minority family, no matter how well qualified economically, in most 
areas of the. country. 

2. Because of these restrictions on opportunity, racial segregation is grow- 
ing in private housing. The pattern of a minority-populated city, with old, 
wornout housing, surrounded by an all-white ring of newly built suburbs is 
the growing picture of housing in the United States. While progress in 
desegregation is made in other areas, this area of life goes backward. Its 
influence will be felt on other areas of progress. 

3. These restrictions and exclusions are maintained not by law but by 
“gentlemen’s agreements” recognized and adhered to by virtually all members 
of the building, mortgage, and real estate professions and by local govern- 
mental bodies. 

4. The role of the Federal Government in housing, unfortunately, but 
quite clearly, reinforces the inequality of opportunity and the segregated 
patterns. 

These are the negative things demonstrated by my experiences and observations. 
Along with them, I have found proof of positive achievements. 

In the few cases where equal opportunity has been provided in the private 
housing field, sound integrated communities have developed. Their existence 
denies myths concerning the economic or social impractibility of such housing 
ventures. Experience in public housing too has demonstrated that open occupancy 
policies can produce desirable and sound community life. 

The housing field is a closely interrelated one. Progress in one area may well 
be halted because of lack of attention to another area. Racial segregation and 
discrimination touch all aspects of housing. Without sound and democratic 
racial policies and procedures, efforts at meeting other needs will fail. 

For example, slum clearance and urban renewal are blocked by the barriers of 
racial segregation. To remove substandard housing areas, their present residents 
must be able to secure adequate rehousing. To avoid the creation of new slums, 
overcrowding must be eliminated. Because of the rigid barriers against Negroes 
and other so-called “minority” groups in our market the evacuation of these 
groups from slum conditions is extremely difficult. This fact is set in tragic 
relief when it is remembered that these groups constitute a very high proportion 
of those living in substandard housing. As Administrator Albert M. Gole of the 
Housing and Home Finance Agency has stated, “I must tell you that no program 
of housing or urban improvement, however well conceived, well financed or com- 
prehensive can hope to make more than indifferent progress until we open 
up adequate opportunities to minority families for decent housing.” 

Increased public housing is one answer to the problem of relocating some of 
those displaced by urban renewal programs. It is needed also to cope with normal 
needs resulting from population growth, obsolscence and so forth. A public 
housing program of the dimensions provided in the Lehman bill (S. 3158) seems 
realistic in the light of the need in those areas on which I have information. 

Other programs established under the 1954 Housing Act to aid private in- 
dustry in fixing up housing in urban renewal areas, establishing cooperatives 
and providing relocation housing, would be of real value if unnecessary redtape 
were eliminated and greater local autonomy were allowed. 
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Low income housing and urban renewal are only part of the picture, however. 
Racial discrimination in the private housing market is the larger and more 
important barrier to a solution of the many-sided housing problem. 

Why is there so little private new housing available to minority groups? Why 
is even less private housing planned and produced for interracial occupancy? 
This situation is a prime example of the interdependence of the housing field. 
Here the normal workings of supply and demand are suspended and a large 
slice of the demand is restricted to a tiny slice of the supply. 

I have had the opportunity to follow the problems and progress of Concord 
Park Homes, on Philadelphia’s border. I understand that this is the first 
private sales housing development aimed at truly integrated occupancy. The 
developers have had to cope with a distorted market, with a heavy demand on 
the part of Negroes, to whom only a handful of other housing was available, and 
a lesser pressure from whites, who could shop among hundreds of comparable 
developments, 

The major reasons for the dearth of new housing available on any basis to 
nonwhites are lack of financing, lack of land, and segregated thinking. 

The importance of the financing problem has been given increasing attention 
in the last 2 years. Representatives of leading lending institutions have recog- 
nized that they have not been serving the nonwhite market adequately. Un- 
fortunately, the 1954 Housing Act did not make possible an increase in the re- 
sources needed. The act set up a voluntary program which has no funds at its 
disposal, the Voluntary Home Mortgage Credit Program. The Federal National 
Mortgage Association, which had accounted for a large proportion of the mort- 
gage money for housing developed for nonwhites or for open occupancy, was 
substantially eliminated from the field. Proposals calling for reestablishment 
of FNMA as a governmental function and for restoration of its ability to initiate 
loans are to be recommended, as are proposals for a source of funds for much- 
needed middle income housing. 

The experience of the past 2 years has shown, however, that funds alone are 
not going to do the trick, if no adequate land is open for purchase. In those 
northern and western metropolitan areas with which I am acquainted, the areas 
available to Negroes are already heavily built up and surrounded with other 
built-up areas. The only vacant land available is near undesirable land uses, 
such as heavy industry or dumps. Everything else is labeled for whites only. 
With the mushrooming of new. housing around the borders of every major city, 
more and more land suitable for development is being used up for all white 
housing. 

As long as a builder may exclude nonwhites without endangering his access to 
the benefits of FHA and VA, this pattern will be sustained. 

The small builder is not going to move on his own, when the weight of govern- 
ment is on the side of segregation. The average suburban municipality is going 
to continue using its power to exclude nonwhites unless other areas are also 
open, thus spreading the impact of previously bottled-up demand. 

Segregated thinking runs through government, business, and the community 
at large and provides the mind-set out of which segregated housing patterns 
can spring. The habit of segregated thinking is a significant factor in preventing 
Negroes from sharing in the benefits of a free choice of residence or of low down- 
payments available under Government mortgage insurance and guaranties for 
new housing, 

Until we start thinking and operating on the basis of a single, unrestricted 
housing market, we will fill the need neither for housing supply nor for democratic 
communities. ® 

What is the Government’s policy concerning equal opportunity in housing? 

One of the most recent statements was made in the fall of 1955 by FHA 
Deputy Commissioner Charles E. Sigety: “The basic philosophy underlying 
current efforts in the FHA is that we are desirous of attaining the realization 
of a free and competitive housing market, unencumbered and racially unre- 
stricted.” 

He mentioned conferences with FHA field office staff, local housing market 
surveys, and supervision of underwriting staff to see that operations are color- 
blind as ways of achieving the goal. 

He also pointed out encouragement to builders of integrated projects as a part 
of FHA’s program. I was glad to note that his speech indicated an awareness 
of the almost insuperable problems of creating integrated projects as isolated 
eases in a market which otherwise operates along racially discriminatory lines- 
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He proposed that several leading builders and lenders undertake concurrent 
ventures in various sections of a general locality. 

Despite statements concerning the desirability of integration and statements 
of encouragement to industry, FHA has done little or nothing more to encourage 
integrated projects than other kinds of projects. FHA does lend its support to 
segregated projects for the Negro market. Even these efforts have been of little 
use in most communities because land available .to Negroes is not suitable for 
residential development. 

Sometimes in desperation, a highly undesirable piece of land is approved, 
just so that some housing can be produced for Negroes. Meanwhile, the norma] 
operations of almost all FHA staff go on undisturbed, following traditional all- 
white patterns. 

It has been stated with sincerity by some people that the problem of creating 
a more adequate supply of housing for minorities must be solved before inte- 
grated housing can become a reality. 

My belief and my experience and the experiences of those with whom I have 
worked indicates that the effort to operate within a segregated framework leads 
to paralysis. 

Efforts of the housing industry to operate on this basis are a case in point. 
Seeing a good market and wanting to improve conditions and correct some 
injustices, the National Association of Home Builders set a goal in 1954 of 
10 percent of annual housing production for minority housing. Each year 
that would have meant between 100,000 and 150,000 new houses for minorities— 
or 2 or 3 hundred thousand houses by now. ‘They have not been built. They 
are the victims of a less than complete approach to the interdependent prob- 
lems of housing. Builders have been unwilling to jump any of the barriers of 
hegregation. 

How do those of us concerned to provide a “free and competitive market” 
break through what Housing Administrator Albert M. Cole has called a block- 
ade of custom and code which maintains racial discrimination and segregation? 
The problems are great. The interdependent nature of the housing field calls 
for a comprehensive approach—one that does not ignore any of the many facets 
of the problem. 

The task is difficult, but the penalties of not meeting4t squarely are even more 
difficult to face. 

Some penalteis are: Urban blight, school segregation based on residential 
segregation, confinement of minority groups to the worst areas of our cities, 
and perhaps most important, the continued separation of one group of Americans 
from another. From such divisions and separation comes fear and misunder- 
understanding. 

Segregated housing is the major race-relations problem of the North. It 
should have equal priority in our minds and hearts with the problems of racial 
discrimination in the South. It is true in this case, as in the case of the South, 
that our society cannot be bealthy if these barriers to democracy exist. 

Our democratic system cannot afford to have ghetto residential patterns 
frozen into the urban landscape with the cooperation of Federal agencies. I 
would suggest that the weight of governmental policy should be firmly and 
clearly on the side of equal opportunity and that the benefits of governmental 
aids and guarantees be applied in a nondiscriminatory fashion. Such a policy 
could be implemented through broad educational programs and intensive work 
with leaders in the housing industry. 


Senator Leuman. The hearing will now stand in recess until 2 
o’clock. 

(Whereupon, at 1 p. m., the subcommittee recessed to reconvene 
at 2 p. m., this date.) 


AFTERNOON SESSION 


Senator Sparkman. Let the committee come to order. 
We will have a statement from Senator Stennis. We are very 
glad to have you with us. 
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STATEMENT OF JOHN STENNIS, A UNITED STATES SENATOR FROM 
THE STATE OF MISSISSIPPI 


Senator Srennis. Mr. Chairman, I appreciate the opportunity to 
briefly discuss the need for an ‘peated program of farm-housing 
credit under title V of the Housing Act, and I am appearing in the 
interests of the bill as introduced by the presiding officer of this 
committee. 

It is disappointing that the present administration has not used 
the authority granted to them under the present act, authorizing 
credit for home improvement and other needed farm facilities. An 
active program under the present law would greatly assist our small- 
and family-sized farm people. However, the present administration 
has not requested any funds to carry out the objectives of titleV. 

Mr. Chairman, I wish to insert the rest of my statement. 

Senator SparKMAN. We will be very glad to have it inserted into 
the record. 

Senator Stennis. I want to commend you for your interest in this 
subject matter and for your fine knowledge of the need for introducing 
this bill, and for the work that I know you are going to do on it. 

Senator SparKMAN. I appreciate that very much. I may say, Sen- 
ator Stennis, that a supplemental request has come in for $5 million 
for the program pending in the Congress now to reactivate the pro- 
gram. You may be interested to know that Mr. McLeaish, head of 
the Farmers Home Administration, testifying before this committee 
a few days ago, said that if we would extend this over a 5-year period 
that they could operate under it rather than under the amended 
Bankhead-Jones Act. In other words, he virtually said that about 
the only difference was if they had as much as 5 years’ extension they 
could work as if it were on a permanent basis. 

Senator Srennis. Did he speak in terms of a recommendation to 
that effect ? 

Senator Sparkman. Naturally, they prefer the bill that Senator 
Aiken and you and others filed with the Agriculture Committee, but 
he said here that he could operate under title V if we gave him a long 
enough tenure, and the bill that I introduced does propose to con- 
tinue it for 5 years. 

Senator Stennis. Does that mean it would be administered by the 
Farmers Home Administration ¢ 

Senator SparKMAN, It is now, 

Senator Stennis. I want to thank you very much, Mr. Chairman, 
for that encouraging information. I introduced a bill that went te 
the Agriculture Committee, and since then Senator Aiken has intro- 
duced a bill and asked me to join him. As I see it, there is no con- 
flict between the bills and no conflict between the Senators or the 
Department. The object is to get a program. 

Senator Sparkman. That is right. As a matter of fact, the last 
bill introduced, the one by Senator Aiken, which you joined, would 
amend the Bankhead-Jones Act to do almost exactly the same thing 
that title V-now does. 


Senator Stennis. That is correct, and the basis for it I feel is the 
same basis you have. This family in a family-size farm, being in the 
community, gets to where it has industrial workers within that family, 
and they move to town, and the family under present conditions is in- 
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clined to follow that work. The ideal situation is for them to, stay 
right where they are, improve their own premises and surroundings 
and their home and build up that community. I think it would be the 
worst mistake we ever made if we let this present trend continue and 
fail to reverse it. The greatest investment we could have in what 


we call a sound America is building and rebuilding our rural com- 
munity. 

Senator Sparkman. I certainly agree with you in that statement, 
and I know of your interest in it. I am pleased that you came to 
put in this good word on this type of housing. 

Senator Stennis. Thank you very much, 

(The remainder of Senator Stennis’ prepared statement follows:) 


I fully support the bill which Senator Sparkman has introduced providing 
for a 5-year extension of title V. This bill, if enacted into law, would authorize 
loans to farmers who produce farm commodities valued at $400 and over. This 
would permit many farm owners to obtain needed credit even though part of 
their income was derived from an occupation other than farming. Direct loans 
would be made available to farmers for construction and repair of farm dwell- 
ings and other necessary farm buildings, with a maximum interest rate of 4 
percent to be extended over a period of 33 years. Applicants would be required 
to certify that reasonable credit could not be obtained from local banks or 
other lending agencies. I believe that this is a sound and constructive approach 
to farm credit, and I hope that the committee will include this provision in 
the housing bill. 

Since 1983, the Federal Government has furnished or has guaranteed loans 
for a total of $57.9 billion to build family housing units. Only $592 million, or 
0.0102 percent has been used to assist families living in rural areas. At the 
present time there are no funds available for carrying out title V of the Housing 
Act, and only very limited authority under the Bankhead-Jones Act. I have 
introduced a bill which would broaden the authority of the Bankhead-Jones 
Act and bring home-improvement credit within range of many deserving farmers 
who are now excluded from the benefits of that act. 

Farm housing credit is a national problem, and in many areas it has become 
most critical. For example, in Mississippi the last housing census of 1950 
indicated that over 40 percent of the approximately 200,000 farm homes in 
Mississippi had such serious defects that they did not provide adequate shelter 
or protection. The survey showed that these homes needed to be either com- 
pletely replaced or extensively repaired. This means that two farms out of 
every five had houses of a type below that generally accepted as a minimum 
standard of housing. Bighty percent of the farm homes in Mississippi did not 
have piped running water. Also important is the fact that one-third of the 
farm homes were built before 1920, and less than 20 percent after 1944. 

These facts seem to give ample evidence of the need for improvement in rural 
homes in Mississippi. The major obstacle to such improvement is the lack of 
available credit for farm families to either build, enlarge, or renovate their 
homes. For the years 1950 through 1954, title V of the Housing Act met this 
need to some degree. Under this authority the Mississippi Farmers’ Home 
Administration made 1,200 loans, amounting to $5 million, for the purpose of 
improving homes and other farm buildings. The last housing loans made under 
this authority were in fiscal year 1954, and since that time no funds have been 
appropriated for this purpose, 

At the time the title V program became inactive due to lack of funds, the 
Farmers’ Home Administration in Mississippi was receiving applications for 
housing loans at the rate of 50 per month, and 359 applications were'on hand 
which had not been processed. Demand was increasing as availability of such 
a source of credit became more known to our farm people. Almost as much 
money was loaned during the last year, 1954, as during the previous 4 years 
eombined. 

The loans made in Mississippi have been on a sound basis, and as of December 
31, 1955, only 50 out of the 988 borrowers were delinquent, and many of these 
accounts have been paid since December 31. In fact, it has not been been 
necessary for the Farmers’ Home Administration to foreclose a single housing 
loan out of the 1,200 loans made, and a considerable number of housing bor- 
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rowers repaid in full far ahead of schedule. ‘This in itself indicates the small 
risk involved in a program whereby housing assistance is made available to farm 


people on a basis similar to that presently available to the Federal Housing 
Administration program for the urban dwellers. 


Our farm conditions are rapidly changing, and a new or remodeled home is a 
necessary part of our modern farms. The family earnings can well finance a 
loan for this purpose, and I do not know of a better investment we could make 
in farm living conditions than to provide adequate credit whereby our farm 
people can provide their families with a better place in which to live. 

We need to encourage our young people to stay on the farm, and to accomplish 
this they must have adequate housing facilities and equal opportunity with 
employees of other industries. Credit is a primary consideration in building 
and planning a better farm, and I urge this committee to include the necessary 
authorization to make this credit available to our many deserving farmers. 

There is not a better investment in a sound and strong America for the future 
than the building and rebuilding of our farm homes and farm communities. 

Senator SparKMAN. Mr. Reuben Johnson. We are glad to have you 


with us, Mr. Johnson. We have your statement, and just proceed as 
you see fit. 


STATEMENT OF REUBEN JOHNSON, ON BEHALF OF NATIONAL 
FARMERS UNION 


Mr. Jonnson. Thank you very much, Senator Sparkman. 

For the record, my name is Reuben Johnson. I am assistant coordi- 
nator of legislative service, National Farmers Union. Mr. James G. 
Patton, president of National Farmers Union, is intensely interested in 
programs to eliminate the deficiencies in farm housing. He would have 
liked to appear personally but his heavy schedule has prevented him 
from doing so. He has asked that I present his statement to the sub- 
committee. 

I attended just last week the biennial convention of National Farm- 
ers Union where delegates reaffirmed their interest in credit programs 
adapted to family farm needs. I found, as always among farm 
families, interest in programs of credit which will make possible addi- 
tional public housing in urban and city areas and adequate, low- 
cost housing loans for farm families. Delegates to our recent conven- 
tion‘adopted a program which supports both direct and insured farm 
housing loan programs. 

Including substandard dwellings in both cities and rural areas, more 
than 15 million housing units or almost one-third of all United States 
housing units are either dilapidated or surrounded by decaying dwell- 
ings or lacking plumbing or running water. More than 10 million of 
these units are beyond repair; they must be replaced. The large 
segment of the population who live doubled-up or overcrowded are 
suffering even though they may not live in substandard housing. 

Farm families, for the most part, are not being considered when 
there ismention of inadequate housing. Yet they are hit harder than 
any other segment of the United States population. This apparently 
18 Just as true today as it was when major attention was first focused 
on the problem of providing adequate housing in the early thirties. 
The drastic decline in farm income since 1952 has further aggravated 
the long-time farm housing problem. 

A far greater percentage of farm families live in substandard homes 
than do urban families. Nationwide, in 1950, almost 3 million farm. 
families lived in houses so dilapidated that they needed to be com- 
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pletely replaced or have major repairs. In contrast, only about 1 
out of 20 urban homes was so classified in that year. 

High interest rates, inequity in parity income levels between farmers 
and urban and city dwellers (farm per capita is less than half urban 
and city per capita income—$854 for farmers and $1,959 for other 
people) widely scattered housing units making impossible mass con- 
struction projects as in urban and city areas, and the general lack of 
the type of housing credit needed by farm families are factors con- 
tributing to deficiency housing for farm families. 

Net income of farm operator families dropped from $14.9 billion 
in 1952 to $11 billion in 1955. Mr. Chairman, that has been readjusted 
now by the Department of Agriculture to an estimate of $10.8 billion. 
This drop is equal to one-third of the 1952 net farm income level 
and coming over a relatively short 3-year period is a major disaster 
for family farmers. Even in the face of the drastic cut in net 
income, it has been predicted by the Department of Agriculture that 
a further cut in net farm income of 5 to 10 percent will take place in 
1956. That may or may not be true, Mr. Chairman, since if we do 
get an agriculture bill which restores 90 percent of parity enacted 
into law, it may change, but this was a prediction based on the 
existing program.of price protection to farmers. 

Mr. Chairman, the inadequacy of farm housing was serious in 
1950 when farm income was up around 100 percent of parity. With 
net farm income down nearly $4 billion since 1952 and in excess of 


that amount since 1950, the inability of farm families to correct farm 
housing deficiencies has reached a new low. Adequate credit is not 
the only corrective needed for enabling farm families to upgrade 


housing standards. Realizing the importance of farm income, Na- 
tional Farmers Union has fought along with farm families for ade- 
quate price support legislation. 

Providing family farmers with adequate housing means attacking 
the problem on many fronts. Parity farm income and adequate 
credit with reasonable interest rates are two means of helping family 
farmers to housing on a par with urban and city residents. We 
need to use our imagination on both fronts as well as in the field of 
housing research if opportunities are to be provided for correcting 
farm housing deficiencies. 

Rural families who need direct housing credit of the type avail- 
able through the Farmers Home Administration can be divided into 
three groups. These families would rarely be able to pass the now 
existing 10 percent equity requirement for insured loans through 
the agency. 

The first group is that of capable young farmers with little accu- 
mulated money or other resources who are finding it more and more 
difficult to meet the increasing capital requirements of farming in 
a period of drastic income decline. The lack of housing credit on 
terms geared to the income from farming means that most of these 
families are destined to spend their most productive years in grossly 
inadequate homes. This period in most cases extends beyond the 
years of greatest family need—the years when children are in the 
home. 

The second group is made up of families who have been unable to 
obtain the credit needed to construct or make cha in existing 
service buildings which must be done if they are to keep pace with 
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changing agricultural patterns. For example, for a family to shift 
successfully from a one-crop system of farming to a diversified pro- 
gram in which dairy cattle, beef cattle, swine, or poultry, are included, 
or a combination of such enterprises, requires adjustments in housing 
facilities. 

The third group are families living in rural areas but who because 
of inadequate land resources or other reasons are not engaged in 
farming on a full-time basis. Among the majority of these families 
farming operations of a subsistence nature are carried on to supple- 
ment whatever income is earned from off-farm sources. Families 
of this type would be eligible for housing credit under title V of the 
Housing Act of 1949 if the agricultural- commodities. produced for 
home use or sale have an annual gross value of at least $400 based on 
1944 commodity prices. 

Before any farm family may receive farm housing loans from the 
Farmers Home Administration, they must be unable to obtain a 
loan from conventional sources and lack the necessary capital to make 
needed improvements. In other words, Mr. Chairman, farm families 
are denied housing credit under Federal programs if they are ineligi- 
ble for such credit under the Farmers Foes Administration assist- 
ance—and I would like to say here I think most of them probably 
would be at this time—we do feel that these farm families should have 
accessible some program for insuring farm housing loans made from 
private sources on a similar basis as urban and city families. How- 
ever, Mr. Chairman, there are as you know many factors affecting 
housing credit on farms that differ from such credit in cities. For 
that reason, provision should be made for setting in motion a program 
in which a major part of the administration is left to personnel cog- 
nizant of the many different factors affecting farms and their peculiar 
housing credit requirements. 

We are engaged in a study of a farm housing credit program which 
will be adapted to family farmer needs. We have not formulated any 
specific program for presentation at this time, but we will appreciate 
an opportunity to present it to the subcommittee at a later date. 

Authority for making farm housing loans under title V of the 
Housing Act of 1949 has been given by the Congress of the United 
States since the original act was passed through June 30, 1956. How- 
ever, the Administration discontinued such loans on December 31, 
1953. Administration budget requests for fiscal years 1954, 1955, and 
1956 did not provide for funds with which to continue the program. 
Parenthetically, it should be noted that a recent supplemental budget 
request would reinstate the title V housing credit program. The re- 
quest for funds, however, provides for only $5 million for the re- 
mainder of the 1956 fiscal year. 

Action in discounting the title V housing credit program was taken 
in 1954—I believe that should be 1953, Mr. Chairman—in apparent 
anticipation of congressional sanction of the proposed elimination of 
the farm-housing program, as authorized under title V of the Housing 
Act of 1949. Congress, however, did not support elimination of this 
program. In National Farmers Union, we believe the Congress 
acted wisely, We definitely feel the need of a yardstick farm hous- 
ing credit program where direct funds are available. As an example, 
let me cite a comparison in interest rates on farm housing loans be- 
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tween title I of the Bankhead-Jones Farm Tenant Act and.title V 
of the Housing Act ef 1949, as amended. 

Senator Sparkman. I believe that 1954 is correct back there, if 
you are referring to fiscal years, and apparently you are. 

Mr. Jounson. The program was discontinued at the end of the 
first half of the 1954 fiscal year, so that would be correct. The cal- 
endar date would be 1953. 

Senator SparkMAN. That is correct. 

Mr. Jounson. While title I.of the Bankhead-Jones Farm Tenant 
Act as amended in 1954 gives authority for both direct and insured 
loans to be used for farm ownership and farm housing loans, the 
beneficial effect of a yardstick housing credit program was lost with 
an increase in interest rates to 414 percent. The Department of Agri- 
culture was prepared to increase the interest rate to 5 percent—and 
this is the maximum permitted by law, Mr. Chairman—and most 
certainly would have done so if not restrained by suppliers of. private 
funds who felt that a guaranteed return of 4 percent was out.of. line 
with other federally insured investments such as Government bonds. 
One percent interest on insured farm-housing loans goes to the Farm- 
ers Home Administration for insurance and service. 

Farm housing loans under title V of the Housing Act of 1949, if 
available, would bear 4-percent interest. And with farm income 
down. as it is, a good case can be made for making such loans at the 
cost of money to the Federal Government. 

We support enactment of your bill, S. 3346, Mr. Chairman, or 
Senator Lehman’s bill, S. 3158, both of which extend the authority 
for making loans under title V of the Housing Act of 1949. We sup- 

rt the permanent extension of the program which Senator Lehman’s 

ill proposes, but we have no objection to the Congress reviewing the 
operation of the program every 5 years as your bill proposes, 

The Administration. has. not. yet made a request in the:b ‘for 
1956-57 to continue making loans under the authority provided by 
S. 3346 or S. 3158, if enacted. We should regret to see another year 
go by where authority exists for the title V farm housing credit pro- 
gram and no funds with which to implement it. We therefore urge 
you in the event of enactment of legislation authorizing such a pro- 
gram to use your good influence to get adequate appropriations made 
available by the appropriation subcommittees in the Senate and House. 

I have in addition to table I, other information which I request 
permission to insert in the record at the close of my oral statement. 

Senator Sparkman. That will be included. 

Mr. Jounson. I appreciate the opportunity to appear before the 
subcommittee in behalf of the members of National Farmers Union. 
I will try to answer any questions which you or members of the com- 
mittee may have. 

Senator Sparkman. I do not believe I will ask you any questions. 
Speaking for the committee, I appreciate your statement. As you 
know, this is a program that aaa greatly interested in. It was 
my bill originally that initiated the program, and I have been greatly 
concerned by the indifference—even more than indifference, the desire 
of this Administration apparently to kill the 

Mr. Jounson. Mr. Chairman, they seem to think they can do this. 
As we see this, the Bankhead-Jones Farm Tenant Act was set up to do 
an entirely different kind of a job, and when you introduced and 
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worked getting this title V authority passed it was to provide housing 
credit largely to people who could not get housing credit, as I recall, 
under title I of the Bankhead-Jones Farm Tenant Act. 

Senator SparKMAN. Yes, it was to supplement rather than replace. 
I think you have correctly analyzed it, and I certainly appreciate your 


statement. 
Mr. Jounson. Thank you very much, Senator. 
Senator SparKMAN. Weare glad to have had you with us. 
(The material submitted by Mr. Johnson follows :) 


Substandard dwellings, United States, 1950* 
[In thousands] 


Require re- | Require re- 
Substandard | ‘Diacement | habilitation 


Farm: ? 
Serious deficiencies 3 (500) 
Other deficiencies 1, 400 


1 From the Ho Yearbook, National Housing Conference. 
2 Based on USDA data. 

‘ Housing te commie’ tropolitan 

‘ Hous’ me’ areas, 

+ Nonfarm dwellings outside standard metropolitan areas. 


FEDERAL “YARDSTICK” FAMILY FARM OREDIT PROGRAM 


A grossly inadequate yardstick family farm credit program is now available 
under existing law, Bankhead-Jones Farm Tenant Act of 1937, as amended by 
the Farmers’ Home Administration Act of 1946, and the farm disaster loan acts. 
This program is carried out by Farmers’ Home Administration. 

A eomplete “yardstick” family farm credit program would be established by 
enactment of S. 2106 (introduced by Senators Kerr and Humphrey) and S. 1199 
(introduced by Senators Sparkman and Kefauver). 

These “yardstick” family farm credit bills provide— 

1. Adequate technical farm and home management assistance. 
2. Short-term loans on chattel mortgages as follows: 
(a) 3~-10-year loans at not more than 4 percent interest for non-real- 
estate capital investment. 
(b) Up to 10-year loans at not more than 4 percent to buy logging 
equipment. 
(c) Up to 5 years at not more than 4 percent to purchase capital stock 
and pay membership fees to existing or newly organized supply, service, 
and marketing cooperatives including timber and marketing and 


processing. 

(@) To refmance existing indebtedness, with provision for voluntary 
debt adjustment. 

(e) Farm production loans provided for part-time farm families. 

(f) Raises limit on amount of FHA production and subsistence loans 
from $10,000 to $25,000 and cuts interest rate from 5 to 3 percent (re 
payment period, 5 years). . 
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(g) Authorizes Commodity Credit Corporation.te make loans.of grain 
and hay, in kind, to farmers and stockmen in disaster areas {to be 
repaid in kind or money in 3 years to preserve breeding stock. 

3. Long-term loans secured by real-estate mortgages : 

(a) Loans up to 25 years at not more than 4 percent to finance— 

(1) Enlargement and development of owner-operated full- and 
part-time family farms. 

(2) Establishment of improved pastures and sustained-yield 
management farm woodlots. 

(3) Adequate buildings and structures, including drainage, irri- 
gation, and other facilities for conservation, improvement, and 
more efficient use of soil and water resources. 

(b) Loans up to 50 years at not more than 3 percent to acquire and 
manage on a sustained timber-yield basis additional forest or cutover 
land. 

(c) To refinance existing indebtedness. Raises limitation on amount 
of FU loans census-reported county average value per farm to $50,000. 
Interest rates reduced to 3 percent. 

. Farm disaster loans at not more than 3 percent for following purposes: 

(1) Refinancing, consolidating, renewing, or extending all part of the 
existing debts of such farmers, stockmen, farm partnerships, grazing 
associations, and irrigation companies. 

(2) Assisting such farmers and stockmen, with special emphasis on 
family sized farms and smaller than family sized farms, to acquire 
additional land if the acquisition of such additional land— 

(a) Will improve the economic status of the farmer or stockman: 
or 

(b) Will aid in a planned program for preventing erosion; or 

(c) Is for the purpose of retiring land from its present use to a 
more suitable use ; or 

(d@) Will facilitate the improvement of farm land through soil 
or water conserving or drainage ; or 

(e) Will facilitate the improvement of farm-soil fertility estab- 
lishment of improved permanent pasture, sustained yield affore- 
station or reforestation, or other erosien preventatives, and other 
similar or related measures ; or 

(f) Will fulfill any other agriculture purpose consistent with 
the overall purpose of this title ; 

(3) Financing or refinancing general farm operating and subsis- 
tence expenses. 

(4) Assisting such farmers and stockmen to purchase stock in 
irrigation companies or grazing associations. In the case of an indi- 
vidual farmer or stockman no loan shall be for an amount in excess 
of $25,000 ($10,000 in existing law) and in the case of grazing asso- 
ciations and irrigation companies no loan so secured shall be made 
for an amount in excess of $1 million ($250,000 in existing, law). 
Loans secured by real estate shall be repayable in not more than 40 
years and shall not be for an amount in excess of $50,000 in the case 
of an individual farmer or stockman, or more than $1 million in the 
ease of a grazing association or irrigation company. Loans to any 
farm partnership of two or more farmers or stockmen shall not exceed 
the total amount all such farmers and stockmen would be entitled 
to receive as individual farmers or stockmen under the provisions of 
this title. The rate of interest on direct or insured loans provided 
for under the provisions of this title shall not exceed 3 percent per 
annum. 

FARM HOUSING ACT OF 1949 


The Housing Act of 1949 expired on June 30, 1954. Under title V of this 
act, the Farmers’ Home Administration was authorized to make loans to farm 
owners to construct and repair farm housing and other buildings, provided 
credit was not available to the applicants on reasonable terms from other 
responsible credit sources. 

No request was made for funds in the 1954, 1955, or 1956 budget message of 
the President to continue this program. It was decided administratively by the 
Eisenhower administration during the 19538 fiscal year to discontinue making 
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housing loans under sections 502, 503, and 504 of the Housing Act of 1949. 
This action was taken in anticipation of congressional sanction of the pro- 
posed elimination of the farm housing loan program as authorized under the 
expiring act. However, Congress did not lend support to the elimination of this 
program. Subsequent housing acts in 1954 and 1955 have authorized the Farm- 
ers’ Home Administration to continue title V loans. However, no funds have 
been appropriated, mainly due to failure of Eisenhower administration to 
make budget requests. 
DEFINITION OF A FARM 


For purpose of determining eligibility, Congress has defined a farm as land 
“* * * operated as a single unit which is used for the production of one or more 
agricultural commodities and which customarily produces or is capable of 
producing such commodities for sale and for home use of a gross annual value 
of not less than the equivalent of a gross annual value of $400 in 1944 * * *.” 
Thus housing loans may be made on farms which are too small to meet the 
efficient family-farm unit requirement of the Bankhead-Jones Farm Tenant 
Act. Housing loans under title I of the Bankhead-Jones Farm Tenant Act are 
only incidental to the main purpose of the loan. 


REPAYMENT TERMS 


Loans are amortized for a period not longer than 33 years and bear 4 percent 
interest. 

Section 502 loans.—These loans are made to qualified farm owners who are 
able to repay such loans in full from farm income and other sources. They 
are made to construct, improve, alter, repair, or replace dwellings and essential 
farm buildings, ineluding—provided such items are purchased in connection 
with a loan to improve the house—heating, lighting, cooking, and refrigeration 
facilities. 

Section 503 loans.—These loans may be made to qualified owners whose pres- 
ent incomes from farming and other sources do not appear adequate to make 
the full annual payment for the first 5 years. Under this section, the Govern- 
ment may make contributions in an amount equal to the interest and 50 per- 
cent of the principal due each year. Such loans may be made for the same pur- 
poses as section 502 loans, and additionally, funds may be included to purchase 
additional land or to develop the farm of the borrower when necessary to pro- 
vide the income needed to support the family and enable them to repay the 
loan. 

Section 504 loans.—Under this section, loans, grants or a combination of loans 
and grants may be made to qualified owner-occupant of farm (see farm defi- 
nition above) for repairs and improvements to make the dwelling safe and 
sanitary and to remove hazards to the health of the applicant, his family or 
the community. Repairs may be made to other essential farm buildings in 
order to remove hazards, and, the loans under this section may include funds 
to enable a borrower to buy additional land or to develop his farm to the extent 
necessary to supply income sufficient to eliminate or reduce the need for a 
grant. 


FARM HOUSING LOAN REPAYMENT RECORD OF THE FARMERS’ HOME ADMINISTRATION 


As of December 31, 1954, matured principal and interest amounted to $16,- 
668,296. As of the same date, total payments on farm housing loans amounted 
to $17,596,774, not counting refunds and extra payments. Thus, the rates of 
principal and interest payments to mature principal and interest due was 106 
percent as of the above date. 

If extra payments and refunds in the amount of $1,788,311 were added to the 
total payment figure of $17,596,774, the ratio of payment to matured principal 
and interest due, as of December 31, 1954, would be upped to 116 percent. 
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Number and amount of farm housing loans by fiscal years 


November 1949-June 1950 
November 1951 

November 1952 

November 1953 edinivatecl 
November 1954 (Ist half of year) 
November 1954 (2d half of year 
November 1955 

November 1956 


1 137 subsequent loans. 
2 204 subsequent loans. 
? 171 subsequent loans. 
4 No funds requested by Eisenhower administration. 


ACTION PROGRAM TO IMPROVE ECONOMIC OPPORTUNITIES OF EXTREMELY LOW INCOME 
FARM FAMILIES 


Recommended by James G. Patton to Joint Congressional Committee on Eco- 
nomic Report, November 21, 1955. : 

1. Enactment of legislation establishing a yardstick family farm credit agency. 

2. Enactment of National Farmers Union full parity family farm income pro- 
tection program. 

3. Extension coverage of minimum wage legislation to farm laborers. 

4. Repeal of Mexican farm labor importation subsidy. 

5. Enforcement of 160-acre limitation on reclamation projects. 

6. Expansion of school lunch and fluid milk for school program in low-income 
rural areas. 

7. Raise marketing quota minimums for a family. 

8. Enactment of legislation to establish food allotment stamp plan with special 
provision making farm laborers and other low-income farm families eligible 
for program. 

9. Enactment of legislation requiring factories-in-the-field to provide at own 
expense decent housing, sanitation, and working conditions for hired labor. 

10. Make part-time farm operating families eligible for FHA loans. 

From statement of James G. Patton to Senate Agriculture Committee, June 7, 
1955 : 

“The credit needs of family farming are tremendous and growing. Credit 
should be available at the times needed and its terms and conditions should 
be adapted to characteristics of farming as a combined business and way 
of life. 

“Much of the credit needs of family farming can be met by loans obtained 
from prviate individuals and such credit institutions.as banks and insurance 
companies. Farmers themselves can meet other needs cooperatively through 
the institutions of the farm-credit system. Together, it should be expected 
that these sources should supply the great bulk of the credit needs of agricul- 
ture. However, inasmuch as all of these must obtain their funds from com- 
mercial money markets and conduct their operations along traditionally con- 
servative financial lines, they find themselves unable to perform the entire 
farm-credit job. Such institutions find it difficult to pioneer in the meeting 
of newly recognized or newly emerging farm-credit problems. They are not 
set up to use their credit resources in meeting the high risk needs of severe 
disasters and emergencies, economic or natural. They cannot afford to partici- 
pate in credit operations when a relative high intensity of technical assistance 
and loan servicing are required to render loaning activities essentially sound 
from a strictly financial viewpoint. Moreover, all of these private individual 
corporate and cooperative institutions have a marked tendency in the absence 
of outside stimulation to become traditional, custom bound, and increasingly 
restrictive in their credit policies. 

“There is nothing morally wrong about this nor even economically unsound. 
It just means that the best interests of family farmers require a separate 
supplemental and yardstick credit operation. This can best and most efficiently 
be supplied to the Nation by the Federal Government. Such an agency should 
have the legal authority and sufficient funds to meet all of the family farm 
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credit needs not filled on reasonable terms by private cooperative and other 
corporate lending agencies. 

“This is a problem not strictly of young farmers, nor of low-income farm 
families, nor of disaster situations. It is a need that extends across the board. 
Such an agency would stand ready to meet any legitimate farm credit need 
not met by existing private agencies on reasonable terms. The agency would 
make both direct governmental loans and would insure loans on private lending 
agencies.” 

Senator Sparkman. Mr. DuLaurence. 

Mr. DuLaurence, will it be possible to cut down some on your state- 
ment 


STATEMENT OF HENRY DuLAURENCE, CHAIRMAN, LEGISLATIVE 
COMMITTEE, NATIONAL APARTMENT OWNERS ASSOCIATION, 
INC. 


Mr. DuLavurence. That is just what I was going to suggest, Mr. 
Chairman. 

Senator Sparkman. We will put the whole statement in the record. 

Mr. DuLavrence. I will cut it down. 

My name is Henry DuLaurence. I am chairman of the legislative 
committee of the National Apartment Owners Association. My home 
is Cleveland, Ohio. The National Apartment Owners Association ap- 
preciates the privilege of being permitted to give its views on the 
various amendments proposed to the housing bill of 1954 now being 
considered by this committee. 

I would like to skip over to page 2 on private housing. 

I would like to emphasize that we believe it highly desirable to make 
home ownership available to every American family willing to under- 
take this responsibility. We believe the family and the Nation benefit 
through home ownership. Nevertheless, since the Second World War 
we have been living under laws designed for the encouragement of 
home construction and ownership. We have had increasingly gener- 
ous provisions for higher financing and lower downpayments. We 
must face the fact that some time, if we have not already done so, we 
will reach a point of saturation where all these seeming benefits will 
ar a great disfavor to their recipients and a hardship on the entire 
Nation. 

Now, going to the top of page 3: In these considerations we are 
deciding not only the fate of future housing, but, more importantly, 
solving the fate of our present housing as well. There are approxi- 
mately 45 million nonfarm housing units. This total is composed of 
approximately 26 million owner-occupied units, 18 million tenant units, 
with about 1 million unclassified. 45 million housing units are 
the Nation’s largest single asset. It is larger than any industry in the 
country, and may well Se of more value than all industries combined. 


The importance of maintaining the values of our present stock of 
housing is of utmost consequence. The equity in their home is the 
largest asset owned by most of our 26 million families. Their ability 
to finance themselves and their requirements is frequently based on 
the fact that they are homeowners aand that they do possess this un- 
ae valuable, asset-—the equity in their home. Any situa- 


tion which may adversely affect the values of their homes will, in 
turn, adversely affect the financial stability of the entire Nation. 
I would like to skip to page 4. 
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Mortgage money is not easily available in substandard districts. I), 
many cases this factor helps bring about deterioration of property, 
resulting in eventual slums. It is of utmost importance economically 
and sociologically, that money be available to these twilight districts. 
It is here that this type of financing can do the most good. 

We believe the provisions under section I should be enlarged, be- 
cause the provisions of the present law seem to be inadequate not only 
as to the amount available but especially as to the length of the loan. 
We believe that although $2,500 seems to be ample for the rehabilita- 
tion of a single home, the $10,000 sum for a multiple-unit ae 
could be totally inadequate. If we desire to save our large buildings 
in our substandard areas this amount must be increased. We suggest 
$5,000 for a two-family building, with an additional $2,500 for each 
additional family unit up to and including 6-family units. Over 
and above six families an additional $1,000 per family unit to be avail- 
able under this title. We think that one of the problems under FHA 
title I is that the term of the loan is too short. 

We think this financing should not only be easily available but 
easily payable. Under the present provisions a homeowner who bor- 
rows $2,500 to rehabilitate his property must make payments on this 
loan of approximately $80 per month. Since the low-income group is 
the very one for which this financing was designed, it is easy to see 
how required payments of $80 per month would prevent many people 
from taking advantage of this financing for home rehabilitation. If 
a longer term were permitted, the size of these payments could be cut 
down materially. The same thing is true in the loans to multiple-unit 
buildings. Consequently, we suggest the following : 

1. Where the premises are already mortgaged single-house loans 
be made for a period of 5 years, 8 years for multifamily structures, 
where no less than 50 percent is to be used for long-term improvements. 

2. Where the premises have no mortgage or other indebtedness the 
loans be made for a period of 10 years for single homes and 15 years 
for multifamily structures where no less than 50 percent is to be used 
for long-term improvements, and further provided that a first mort- 
gage on the premises be given as collateral for the loan. 

Section 203. Senior citizen provisions: This refers to the provision 
which would permit people of 60 years of age or over to obtain loans 
with a cosigner or’somebody making the down payment. We suggest 
the following restrictions: 

1. That the cosigner be financially responsible and waive any ex- 
emptive rights that he might have under the deficiency judgment 
laws as a single home owner. 

2. That this type of mortgagor acceptance be permitted only in 
homes costing $12,500 or less. 

3. That this type of financing be restricted to those 70 years or less. 
We believe that the responsibility of home ownership placed on the 
average person of this age for the first time would have undesirable 
results not only for holders of the mortgage but for the person himself. 

Section 207: One or more of the amendments under consideration 
provide that this section be further relaxed to permit special benefits 
to builders who will design buildings for the use of elderly people and 
give elderly people priority during the life of the mortgage insurance 
contract. 
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We know we shall be very unpopular if we even begin to question 
the need, or the desirability, for special, high-cost housing for our 
older population. Nevertheless, in the interest of sound ——e 
these are questions which must be answered before we shoulc pepe 
ourselves to stray from the hard road of sound economics. And if we 
may seem too hard or callous, we would like to remind this committee 
that many of this country’s most difficult problems have been caused 
because some of our predecessors were moved by misplaced sympathy 
rather than hard economic facts. Our farm problem would have been 
long forgotten if years ago the oversympathetic approach had been dis- 
carded for sound economics. After years of effort, under a law based 
on unsound economics, our farm problem seems greater than ever, and 
our farmer seems as unhappy as ever. Let us not use the same over- 
sympathetic approach in this new direction and cause a similar 
calamity in our housing. 

If we make an unbiased survey on the needs for this group of our 
population, we will find : 

1. There has not been any hue and cry about there not being enough 
housing for this segment of our population. 

2. That older people are already the ones which occupy a good deal 
of our rental housing. 

3. That older people are preferred tenants. If there is any prob- 
lem, it is for the young married people with children. 

4. That 90 percent financing will not reduce the cost of rentals or 
help the old people in any way. It is merely another sympathetic 
handle used to sanction more liberal and resulting unsound financing. 

5. Healthy elderly people never did and do not now need special 
housing. 

We believe these amendments, though well meant, have not been 
properly thought out. We believe nothing constructive is to be gained 
by their adoption. Contrariwise, it will permit unsound economic 
practices to the ultimate detriment of our largest national asset—our 
housing. We recommend these amendments not be adopted. 

oe page 12 I summarize our position on public housing and the 
elderly. 

During the session this morning, I was impressed at several of the 
people asking for additional public housing for people that need help, 
for people in the low-income brackets. It has been our contention 
for a long time, and still is our contention, that unfortunately our 
present housing is not used for the people of low-income brackets, 
for which it was meant, but for people in the middle-income brackets. 
I have a number of reports here from public housing units. I need 
only to report. one, which happens to be in my home city of Cleveland, 
Ohio. I would like to just mention a few of the incomes found in 
this public housing: $5,200, $4,100, $4,700, $6,200, $4,800, $4,200, 
$3,500, $5,200, $5,400, $5,900, $6,200—I can go on like that—$5,500, 
38,000, $8,500, $6,300, $6,400, $8,400, $8,300, $7,900. Whenever you 
have that sort of thing existing in public housing, then we do not 


believe that we are furnishing our public housing to the people for 
which it was built. That is one of the reasons why this association is 
against public housing. 

Senator SparkMan. Was that project in Cleveland ? 


Mr. DuLavrencs. This is the Cleveland Metropolitan Housing: 
Authority. 
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Senator SparkMAN. It covers all of the public housing ? 

Mr. DuLavurence. Yes. I have reports from other cities which | 
will not bother to read. They are cumulative. ‘ 

This association is and has been against public housing because : 

1. We believe it economically unsound and contrary to the free 
enterprise system except for limited use. 

2. We do not believe most public housing reaches those needy and 
indigent people for which it was meant. 

3. Encourages parasites and cheating at the expense of the rest of 
the population. 

4. Is used for political purposes both as bait for the voter and sub- 
sidized housing for the political workers. 

5. Saps the vitality of our people and encourages progressive steps 
toward eventual socialism. 

This year we are again asked to increase the number of people who 
may enjoy the benefits of public subsidized public housing. This year 
old age is used as a repent appeal not only to increase subsidized 
public housing availability but to increase by 30 percent the amount 
of money available for the construction of each of these units. This 
a increase the availability from $1,750 a room to $2,250 a room 

ase. 

Just why public housing units designed specifically for elderly 
families should cost 30 percent more than the average public housing 
unit is hard to understand. If these are to be old people’s homes 
they should be constructed under other provisions than public hous- 
ing. Housing is our business and our housing experience does not 
indicate the need for special construction or special housing for the 
average healthy elderly adult. Our experience has been that the 
average elderly adult is the first to insist that he is able to live under 
normal conditions without special care. It seems to us that this is 
merely a sympathetic subterfuge to permit an increase in the cost of 
public housing units without any real practical or economic reason 
for permitting this increase. 

I happened to bring along with me an application for a housing 
project that was made in Cleveland under section 220. It was signed 
and approved February 20, so that it indicates recent prices of con- 
struction. Cleveland has the dubious distinction of being the highest 
construction cost city in the United States. We have that for several 
reasons; but irregardless, the situation exists. This, incidentally, is 
property that is being put up for relocation as a part of our urban re- 
newal system. We have two private projects in the city of Cleveland 
for this purpose, and this is one of them. The cost per room is $1,700 
base. If you add profit, architectural fees and all the other over- 
charges, and including the relaying of some utilities, the cost is about 
$2,000 per room. Now, if we can build at this price in the city of 
Cleveland—it is our contention that $1,750 per room is ample as per- 
mitted under the public housing regulations at the present time. We 
can see no reason for increasing this to $2,250, especially so since no 
good reason has been shown why it would be more expensive to put 
up housing for old people. 

I have heard some testimony being presented that we should have 
handrails in the bathrooms and that we should have ramps instead of 
stairs. Well, as a matter of fact, ramps are about as inexpensive to 
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* build as stairways, and I imagine that you can put in all the hand 
rails that you need in a bathroom for approximately $25. This does 
not require an increase of $500 per room or $2,000 for a 4-room unit. 

Slum clearance and urban renewal: It is our opinion that the work- 
able program requirement should be retained in the housing law. We 
believe that although this has taken somewhat longer for the pro- 
gram to get started, eventually this will result in a better and more 
lasting program based on an overall plan rather than hit-and miss 

yrojects. 

We understand that there has been some opinion that the workable 
program requirements have hindered and burdened some of the 
smaller towns. We should reiterate that a well-conceived program 
will be better in the long run than poorly planned renewals. By the 
same token, we understand that over eighty communities have already 
filed approved workable programs. Many of these are smaller com- 
munities, which we are sure are unable to afford special staffs for city 
planning. This would seem to indicate that with the proper local 
effort this requirement cannot be too much of a burden. 

We believe that the redtape for obtaining these loans should be 
cut down as much as possible. There seems to be a lack of under- 
standing in the FHA itself that mortgages granted under these sec- 
tions are of a completely different. stripe and are insured out of a 
different fund under the Housing Act of 1954 than Class A housing. 
This redtape has been a deterrent to a construction of the kind con- 
templated under section 220 and 221. 

We do not concur with many of the amendments supporting various 
types of legislation granting liberal construction money to nonprofit 


groups. Ee this would be loaned at advantageous rates to 


groups which would operate rental housing on a nonprofit basis. I 
believe their percentage is 10 percent of the income. 

There coullt be only one result in the event of such legislation. Pri- 
vate industry would be unable to compete with this type of construc- 
tion and it would mean the ultimate ruin of rental housing in this 
country. This in turn would do much to wipe out a large portion of 
the American middle class. It would deflate the value of all private 
housing. There would be little point to home ownership if you could 
rent housing more cheaply from public housing or nonprofit opera- 
tors. 

One of these amendments before this committee even suggests that 
over-income people be permitted to live in public housing if they pay 
20 percent of their incomes as rent. In our opinion, this is pure and 
undiluted socialism. The very same method is used in Communist 
Russia, although the percentage may not be the same. I believe the 
charge in Russia is 10 percent of the income. 

We believe every effort should be made to cure this cancer existing 
in the hearts of the large cities of our country. We believe that this 
can best be done by coordinating as much as possible such portions of 
the hosed bill as are established to help cure, correct, or prevent this 
problem. 

We believe that Congress should recognize that housing or even ren- 
tal housing represents the single greatest dollar asset of this country. 
We believe that many of these over-sympathetic approaches should 
be recognized for what they are—a circumvention of sound economics 
and the promotion of crackpot ideas. 
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We believe if there is sympathy to be shown it must be to all classes » 
and groups. We must sympathize not only with the man in need but 
equally with the man who has had the courage to invest in his country 
through his own blood, sweat, and tears. If we are to help the poor 
or improvident, we cannot at the same time ruin the thrifty who wil] 
have to support these improvident. In short, we cannot kill the hen 
that lays the golden egg. 

That is all, Mr. Chairman. 

Senator Sparkman. Thank you, Mr. DuLaurence. Your whole 
statement will be placed in the record, and I appreciate the manner in 
which you have shortened it and summarized it. 

Mr. DuLavrence. Thank you very much. 

(Mr. DuLaurence’s complete prepared statement follows :) 


STATEMENT OF HeNRY DULAURENCE, CHAIRMAN, LEGISLATIVE COMMITTEE, 
NATIONAL APARTMENT OWNERS ASSOCIATION, INC. 


Mr. Chairman and members of the Senate Banking and Currency Committee, 
my name is Henry DuLaurence and I am chairman of the legislatice committee 
of the National Apartment Owners Association. My hame is Cleveland, Ohio. 
The National Apartment Owners Association appreciates the privilege of being 
permitted to give its views on the various amendments proposed to the housing 
bill of 1954 now being considered by this committee. 

The changes offered to the housing bill are many and varied. Generally, most 
of these would relax the mortgage requirements of what is already the most 
lenient mortgage financing in our history. The immediate question is whether 
such further relaxation is economically sound or sociologically desirable. 

There are amendments offered to increase both the quantity and quality of 
subsidized public housing to an even greater extent than has already been done 
in the past. Because this is done at public expense, we must determine not 
only whether it is economically sound and soiologially desirable, but whether 
or not there is proven need. 

Amendents are offered to failitate and insure the rehabilitation and renewal 
of blighted urban areas and the abolishment of slums. It is fortunate for our large 
cities that there is general agreement as to its desirability and need. The question 
seems to be as to the means by which this can be best accomplished. 


PRIVATE HOUSING 


I would like to emphasize that we believe it highly desirable to make home 
ownership available to every American family willing to undertake this respon- 
sibility. We believe the family and the Nation benefit through home ownership. 
Nevertheless since the Second World War we have been living under laws de- 
signed for the encouragement of home construction and ownership. We have 
had increasingly generous provisions for higher financing and lower down pay- 
ments. We must face the fact that some time (if we have not already done 
so) we will reach a point of saturation where all these seeming benefits will 
work a greater disfavor to their recipients, and a hardship on the entire Nation. 

In coming here as a representative of the Association, I wish to emphasize 
that, of necessity, I must speak for all housing—whether privately owned or 
rental. Private and rental housing are joined together with the common pur- 
pose of furnishing homes for our people. What affects one segment of our 
housing very quickly affects the other. As a general rule and over a period of 
time their economic life is inseparable. 

In these considerations we are deciding not only the fate of future housing 
but, more importantly, solving the fate of our present housing as well. There 
are approximately 45 million nonfarm housing units. This total is composed 
of approximately 26 million owner-occupied units, 18 million tenant units with 
about 1 million unclassified. These 45 million housing units are the Nation’s 
largest single asset. It is larger than any industry in the country and may 
well be of more value than all industries combined. 

The importance of maintaining the values of our present stock of housing 
is of utmost consequence. The equity in their home is the largest asset owned 
by most of our 26 million families. Their ability to finance themselves and their 
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requirements is frequently based on the fact that they are homeowners and 
that they do possess this unliquidated yet valuable asset—the equity in their 
home. Any situation which may adversely affect the values of their homes will 
in turn adversely affect the financial stability of the entire Nation. 

This bill is of equal interest to some 7 million citizens, owners of the 18 million 
ental units in the country. To a large extent this property represents the 
savings of the great American middle class. These people are qually anxious 
to prevent a chain reaction causing vacancies—cheaper housing—cheaper rents 
followed by a deflation in the values of all homes generally and their rental 
property in particular. 


TITLE I—REPAIR AND REHABILITATION LOANS 


Mortgage money is not easily available in substandard districts. In many 
cases this factor helps bring about deterioration of property resulting in eventual 
slums. It is of utmost importance economically and sociologically that money 
be available to these twilight districts. It is here that this type of financing 
can do the most good and is in the greatest need. 

We believe the provisions under section I should be enlarged because the 
provisions of the present law seem to be inadequate not only as to the amount 
available but especially as to the length of the loan. We believe that although 
$2,500 seems to be ample for the rehabilitation of a single home, the $10,000 
sum for a multiple unit apartment could be totally inadequate. If we desire 
to save our large buildings in our substandard areas this amount must be 
increased. We suggest $5,000 for a 2-family building with an additional $2,500 
for each additional family unit up to and including 6 family units. Over and 
above 6 families an additional $1,000 per family unit to be available under 
this title. 

We think this financing should not only be easily available but easily payable. 
Under the present provisions a home owner who borrows $2,500 to rehabilitate 
his property must make payments on this loan of approximately $80 per month. 
Since the low income group is the very one for which this financing was designed 
it is easy to see how required payments of $80 per month would prevent many 
people from taking advantage of this financing facility for home rehabilitation. 
If a longer term were permitted, the size of these payments could be cut down 
materially. 

Under the present law we find the same obstacle in the case of the multifamily 
building. Let us assume a loan of $10,000 on a 4-suite apartment. Required 
payments would be about $200 per month or about $50 per month per suite. 
These terms are impossible to the owner of the average substandard multifamily 
building. In many cases the entire income of the property would be absorbed 
in payments during the 5-year term of the loan. 

This asscociation believes that slums and blighted areas can only be pre- 
vented by saving as much of our present housing as possible. In order to 
encourage rehabilitation we must make available funds in easy payments 
commensurate with the long-term. improvements which they will accomplish. 

Consequently, we offer the following proposals: 

1. Where the premises are already mortgaged single house loans be made 
for a period of 5 years, 8 years for multifamily structures, where no less 
than 50 pereent is to be used for long-term improvements. 

2. Where the premises have no mortgage or other indebtedness the loans 
be made for a period of 10 years for single homes and 15 years for multi- 
family structures where no less than 50 percent is to be used for long-term- 
improvements and further provided that a first mortgage on the premises 
be given as collateral. 


OTHER HELP NECESSARY 


Providing money for rehabilitation is excellent, but we do not believe it goes 
far enough. Money is only one of the many tools necessary for the repair and 
rehabilitation of property. Money is worthless without the know-how, ability, 
and understanding of how it should be spent. To remedy this problem we make 
the following suggestion : 

1. That architectural advice be made available for contemplated improve- 
ments. That this be provided for a modest sum and that it be a requisite 
for the obtaining of more than 50 percent of the permitted amount. 

2. That more rigorous rules be established to protect the homeowner from 
dishonest builders and unprincipled contractors. 


75333—56——_41 
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SECTION 203——-SENIOR-CITIZEN PROVISIONS 


The administration bill would provide for a relaxation of the financial respon- 
sibility requirements for mortgagors 60 years and over. This would permit a 
responsible third party to become a cosigner of the mortgage where the mortgagor 
lacks adequate credit to become acceptable himself. It would also permit a third 
party to provide a downpayment for the home to be purchased by the 60-year- 
old person. 

It is unfortunate that laws based on sympathetic grounds rather than sound 
economic or political principles have a tendency to boomerang. Nevertheless we 
must admit that there are some desirable sociological aspects to this amendment. 
With proper safeguards it can be workable without too much undesirable impact 
on the community. Among others we suggest this legislation carry the following 
restrictions : 

1. That the cosigner be financially responsible and waive any exemptive 
rights that he might have under the deficiency judgment laws as a single- 
home owner. 

2. That this type of mortgagor acceptance be permitted only in homes 
costing $12,500 or less. 

3. This type of financing be restricted to those 70 years or less. We believe 
that the responsibility of home ownership placed on the average person of 
this age for the first time would have undesirable results not only for 
holders of the mortgage but for the person himself. 


SECTION 207 


One or more of the amendments under consideration provide that this section 
be further relaxed to permit special benefits to builders who will design buildings 
for the use of elderly people and give elderly people prlority during the life of 
the mortgage-insurance contract. 

We know we shall be very unpopular if we even bentn to question the need 
or the desirability for special, high-cost housing for our older population. Never- 
theless, in the interest of sound legislation these are questions which must be 
answered before we should permit ourselves to stray from the hard road of 
sound economics. And if we may seem too hard or callous, we would like to 
remind this committee that many of this country’s most difficult problems have 
been caused because some of your predecessors were moved by misplaced sym- 
pathy rather than hard economic facts. Our farm problem would have been long 
forgotten if years ago the oversympathetic approach had been discarded for 
sound economics. After years of effort, under a law based on unsound economics, 
our farm problem seems greater than ever and our farmer seems as unhappy as 


ever. Let us not use the same oversympathetic approach in this new direction 
and cause a similar calamity in our housing. 


First, we must ask ourselves some hard questions : 


1. Is housing short for this age group? 

2. Do we need special housing for this age group? 

3. Is increased unit cost really necessary for this age group? 

4. Won’t increased unit cost price this housing out of the market? 

5. Won't relaxing mortgage provisions as to amount available merely in- 
crease the required rent? 

6. Sociologically wouldn’t it be far better to make all the single homes 
possible available to people with young children and leave our present 15 
million rental quarters for the elderly as they are vacated? 


However, for purposes of argument, let us assume that housing units are 
necessary for some of the older generation. We must then answer a further 
question. Will relaxing the financing provisions actually give our senior popula- 
tion more housing units and if so how? For we must agree that today’s housing 
built at today’s cost is high-cost housing and rents at a substantially higher level 
than our older existing housing. An unbiased survey will show the following: 


1. There hasn’t been any hue and cry about there not being enough housing 
for this segment of our population. 

2. That older people are already the ones which occupy a good deal of our 
rental housing. 

3. That older people are preferred tenants. (If there is any problem it is 
for the young married people with children.) 
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4. That 90-percent financing won’t reduce the cost of rentals—or help the 
old people in any way. It is merely another “sympathetic handle” used to 
sanction more liberal and resulting unsound financing. 

5. Healthy elderly people never did and do not now need special housing. 


We believe these amendments, though well meant, have not been properly 
thought out. We believe nothing constructive is to be gained by their adoption : 
Contrariwise, it will permit unsound econemiec practices to the ultimate detri- 
ment of our largest national asset—our housing. We recommend these amend- 
ment not be adopted. 


PUBLIC HOUSING AND THE ELDERLY 


This year—as every year—we have the usual additional request for more 
pubhe housing. Apparently this is a habit for in recent years little or no unbiased 
or impartial evidence has been presented of additional need for public housing 
units for the needy. 

If the need really exists statistics should show it. Now do we believe it 
enough to show that a certain number of families are earning below X dollars per 
year. Fortunately, low earnings are not in themselves an indication of “the 
poor and the indigent.” As a matter of fact, this type of testimony should make 
public housing officials retire in confusion for its poses two most embarrassing 
questions : 


1. Why are so many middle income families permitted to live in public 
housing if there are honestly so many low income families that should be 
having this shelter? 

2. Why are public housing officials continually introducing and backing 
laws to permit higher income families to live in public housing when they 
say there are many more low income families than they can possibly take 
care of. Forty percent of our population is already eligible for public hous- 
ing on an income basis. Certainly this activity would indicate either one 
of two things. One, that there are more than enough units to take care of 
the low income needy. If this is true, then their continually asking for 
higher income eligibility for public housing is espousing an ideology which 
is not in keeping with the free enterprise system. 

This association has been against public housing because : 

1. We believe it economically unsound and contrary to the free enterprise 
system except for limited use. 

2. We do not believe most public housing reaches those needy and indi- 
gent people for which it was meant. 

3. Encourages parasites and cheating at the expense of the rest of the 
population. 

4. Is used for political purposes both as bait for the voter and subsidized 
housing for the political workers. 

5. Saps the vitality of our people and encourages progressive steps toward 
eventual socialism. 

This association has further stated on several occasions that if the country 
must be saddled with public housing, the least we can do is pass laws which 
will restrict the use of public housing so as to prevent some of the abuses that 
have existed.. Apparently there has been little interest in putting these safe- 
guards into effect. The demands for public housing can be never ending unless 
it is restricted to the needy and the poor. 

We have always said that one of the troubles with public housing—or free 
public anything—is that there is always the tendency to continue to increase 
the number of people benefiting from such a handout. This is especially true 
if it is offered as a vote-catching benefit. New reasons can always be found 
why these benefits should be extended, and unfortunately many of these, prop 
erly dressed up, sound plausible at the moment. 

At its inception, the reasons and purposes given for the construction of public 
housing was.to give subsidized housing to the poor and needy. Under various 
pressures these benefits have become available to more and more people until 
40 percent of our population is eligible for public housing on an income basis. 
In some public housing, financial eligibility extends to people earning as much 
as $5,000 per year. These are not the poor and the needy. This sum is far 
higher than our national average earnings. It is untenable that people earning 
this sum can and do live in public housing. 
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This year we are again asked to increase the number of people who may 
enjoy the benefits of public subsidized public housing. This year old age js 
used as a sympathetic appeal not only to increase subsidized public housing 
availability but to increase by 30 percent the amount of money available for 
the construction of each of these units. 

Just why public housing units designed specifically for elderly families should 
cost 30 percent more than the average public housing unit is hard to under- 
stand. If these are to be old peoples’ homes they should be constructed under 
other provisions and not under public housing. Housing is our business and 
our housing experience doesn’t indicate the need for special construction or 
special housing for the average healthy elderly adult. Our experience has been 
that the average elderly adult is the first to insist that he is able to live under 
normal conditions without special care. It seems to us that this is merely a 
sympathetic subterfuge to permit an increase in the cost of public housing units 
without any real practical or economic reasons for permitting this increase. 

Legislation is presented before this committee to give preference to older per- 
sons and their immediate families in admission to public housing. Since the 
average 65-year-old would have mature children well able to take care of not only 
themselves but the elderly person, it is difficult to see why any preference should 
be given such family other than on economic grounds which already exists. Under 
this type of preference the children could ride in on the elderly parents’ coattails 
and be supported at Government expense whether they deserved it or not. This 
seems to be another of those sympathetic approaches with little sound reasoning 
to further extend eligibility to public housing whether needed or not. 

One more request has been made based on the elderly appeal. This is to 
permit single persons 65 years of age or over to live in public housing. Since there 
are almost 7 million in this group, all subject to retirement, this is indeed a 
serious request. 

Here again we must determine whether or not the need exists. To provide 
living quarters for the single person in retirement would cost billions, their yearly 
maintenance hundreds of millions more—annually. 

Historically, and by custom, single people in this age group live with their 
families, share housing room, or board with families who take care of their needs. 
We are convinced that any unbiased survey. will show that for the most part 
the needs of single people are well taken care of. In any event, there is no good 
reason why the single person of this age group should occupy a suite of his own 
subsidized by other members of our population who frquently cannot afford the 
same luxury for themselves. If-we have.the welfare of this Nation at heart, we 
must remember that our elderly population will grow even larger in proportion 
to the rest of the population—and that this group will have to be maintained 
and supported by the rest of the people. We hope we can continue this equitable 
concept of helping our neighbor—but it will not permit poor economic planning 
or foolish extravagances. This we must remmber above all else when we are 
planning our world of the future. This association’s survey of quarters used 
by this age group seems to indicate that not only are they in ample supply at 
reasonable cost but that this supply is on the increase. 


SLUM CLEARANCE AND URBAN RENEWAL 


It is our opinion that the workable program requirement should be retained 
in the housing law. We believe that although this has taken somewhat longer 
for the program to get started, eventually this will result in a better and more 
lasting program based on an overall plan rather than hit-and-miss projects. 

We understand that there has been some opinion that the workable program 
requirements have hindered and burdened some of the smaller towns. We should 
reiterate that a well-conceived program will be better in the long run than poorly 
planned renewals. By the same token, we understand that over 80 communities 
have already filed approved workable programs. Many of these are smaller com- 
munities which we are sure are unable to afford special staffs for city planning. 
This would seem to indicate that with the proper local effort this requirement 
cannot be too much of a burden. 

We believe that every reasonable means should be given to cities to rebuild 
their slum areas. Sections 220 and 221 should be tied into the entire program. 
Financing under both these sections should be limited to urban renewal areas. 
The housing units permitted under 221 in any area should be limited to the 
number of slum units removed under the program. 

We believe that the redtape for obtaining these loans should be cut down as 
much has possible. There seems to be a lack of understanding the FHA itself 
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in that mortgages granted under these sections are of a completely different stripe 
and are insured out of a different fund under the Housing Act of 1954 than 
class A housing. This lack of understanding has caused considerable confusion 
so as to cause delay and discourage many builders and promoters. We understand 
there has been some improvement but we believe this redtape should be cut to a 
minimum, the distinction between the various insured funds clarified and their 
purpose clearly set forth. 

We do not concur with many of the amendments supporting various types of 
legislation granting liberal construction money to nonprofit groups. Presumably 
this would be loaned at advantageous rates to groups which would operate rental 
housing on a nonprofit basis. 

There could be only one result in the event of such legislation. Private in- 
dustry would be unable to compete with this type of construction and it would 
mean the ultimate ruin of rental housing in this country. This in turn would 
do much to wipe out a large portion of the American middle class. It would 
deflate the value of all private housing. There would be little point to home 
ownership if you could rent housing more cheaply from public housing or non- 
profit operators. 

One of the amendments before this committee even suggest that over-income 
people be permitted to live in public housing if they pay 20 percent of their in- 
come as rent. In our opinion, this is pure and undiluted socialism. The very 
same method is used in Communist Russia although the percentage may not be 
the same. 


CONCLUSION 


Urban renewal is one of the great internal problems of our metropolitan areas. 
Slums and substandard areas are leaving their mark on our American social 
structure. Were it not for our international problems certainly these debilitating 
forces would have received great prominence and attention in the last few years. 

We believe every effort should be made to cure this cancer existing in the hearts 
of the large cities of our country. We believe that this can best be done by 
coordinating as much as possible such portions of the housing bill as are estab- 
lished to help cure, correct, or prevent this problem. 

We believe that Congress should recognize that housing or even rental hous- 
ing represents the single greatest dollar asset of this country. We believe that 
many of these oversympathetic approaches should be recognized for what they 
are—a circumvention of sound economics and the promotion of crackpot theories. 

We believe if there is sympathy to be shown it must be to all classes and 
groups. We must sympathize not only with the man in need but equally with 
the man who has had the courage to invest in his country through his own blood, 
sweat, and tears. If we are to help the poor or improvident, we cannot at the 
same time ruin the thrifty who will have to support these improvident. In 
short, we cannot kill the hen that lays the golden egg. 

We believe of equally great importance to our Nation is the restriction of 
the use of public housing to those of our people unfortunate enough to be un- 
able to support themselves. Just as there must be room for charity as well 
as a chance under our economic system there can be none for socialistic or 
communal practices, When we permit earnings in public subsidized housing 
equal to that which 40 percent or more of our population is earning we are 
accepting just such an economic ideology. On a purely economic basis mil- 
lions of families are eligible for public subsidy through public housing, millions 
more are committed to pay for their support. The half of our population never 
could—and never should support the other half of our population. Consequently, 
subsidized housing must be available only to our lowest and needy economic 
group. Anything else would be intolerable to the very foundation and economic 
structure of our society, anything else will break down the moral fiber of sup- 


porters and supported alike, anything else in short would break down our entire 
economic system, 


(The following telegram was received for the record :) 
CLEVELAND, OHIO, 
Hon. Joun J, SPARKMAN, 
Chairman, Subcommittee on Housing, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 


Am advised that Mr. Du Laurence. of Apartment House Owners Association, 
testified yesterday that Cleveland Metropolitan Housing Authority accommodates 
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high income families in its low income housing developments. Facts are that 
average net family income of its more than 5,000 resident families on January 1, 
1956, was only $2,220. Only 154 families or 3 percent are asked to move and if 
they do not do so within 6 months, eviction preceedings are brought and often 
the court grants family several months in which to locate because of the housing 
shortage in our community fully 2,686 resident families or 48 percent of total are 
on relief or are recipients of some other form of public or private assistance. 
High-income families, indeed, would appreciate opportunity to submit additiona) 
correct total were ineligible for continued occupancy and of these only 64 or 1%, 
percent had overstayed their 6-months’ notice to move. The occasional resident 
family with high income which is made so much of by opponents of public hous- 
ing occurs, when a son returns from service and goes to work or high schoo! 
graduate goes to work or the wife takes employment to make ends meet in these 
cases families information if any other similar erroneous statements were made 
to committee. 
Ernest J. Bown, 
Director, Cleveland Metropolitan Housing Authority. 


Senator SparKMAN. Our next witness will be Mr. Shanks. Mr. 
Shanks, are you, Mr. Vieser, and Mr. Carpenter together ? 


STATEMENTS OF CARROL M. SHANKS, MILFORD A. VIESER, AND 
NORMAN CARPENTER, ON BEHALF OF AMERICAN LIFE CON. 
VENTION AND THE LIFE INSURANCE ASSOCIATION OF AMERICA 


Mr. SuHanxs. Yes; we three are together. 

Senator SparkMan. All right, gentlemen. 

Mr. Suanxs. Mr. Chairman, I am Carrol M. Shanks, president of 
the Prudential Insurance Co. of America. My associates joining me 
in presenting this statement are Milford A. Vieser, financial vice presi- 
dent of the Mutual Benefit Life Insurance Co., and Norman Carpenter, 


second vice president of the Metropolitan Life Insurance Co. We are 
here today as representatives of the American Life Convention and the 
Life Insurance Association of America, two associations of life insur- 
ance companies with a combined membership of 253 companies, hold- 
ing 98 percent of the assets of all United States legal reserve comanies. 

The life insurance companies have a keen interest in the subject 
matter of your hearing because they provide an important source of 
real estate mortgage credit in this country. Last year the life insur- 
ance companies made $6 billion of nonfarm mortgage loans, the largest 
amount they have ever made in a single year. Of this total, $2.8 
billion were Government-insured or guaranteed residential mortgage 
loans and about $2 billion were uninsured residential loans. The 
remaining $1.2 billion were business and industrial mortgage loans. 
During the decade 1946-55 inclusive, the life insurance companies 
made $38.1 billion of nonfarm mortgage loans. A little over $9 
billion of this total were FHA loans, $7.7 billion were VA loans, and 
$21.4 billion were conventional. In the conventional category about 
60 percent. were residential loans. Throughout the 10-year period, 
therefore, the life insurance companies made approximately $29 billion 
of residential mortgage loans. Of the total of $56.8 billions of FHA 
and VA mortgage loans made by all lenders in the period 1946-55, the 
life insurance companies made about 29 percent. 

Before presenting our views on the specific bills before your com- 
mittee, we would like to discuss two basic questions as follows: (1) 
Has the residential mortgage market been obtaining a fair share of 
the capital funds accumulated in our national economy? (2) Is there 





HOUSING AMENDMENTS OF 1956 635 


economie justification for discounts on Government-insured and guar- 
anteed mortgages? Our recommendations on the bills will be more 
easily understood against the background of this general discussion. 
You will note, Mr. Chairman, that these two questions cover much of 
the ground which the Commission on Nationa] Housing Policy would 
cover aS you propose in 8. 3186. 

Basic questions of housing and mortgage lending policy: The first 
question—has the residential mortgage market been obtaining a fair 
share of the capital funds accumulated in our national economy—is 
pertinent because much of the legislation under consideration, such as 
that concerning the functioning of FNMA, is aimed at expanding 
through Government action the flow of funds into residential mort- 
gage financing. 
~ The discussion of housing goals and the adequacy of residential 
mortgage financing has usually suffered because it has not been placed 
in the broad framework of real capital formation and financing in 
our national economy as a whole. Despite the unprecedented strides 
already made in housing construction in this country in the past dec- 
ade, we would all like to see a further rapid improvement in the hous- 
ing of our people. The advocates of a sharp expansion in the volume 
of residential construction and a much greater supply of residential 
mortgage credit seem to overlook the fact, however, that housing is 
but a part—a highly important part, to be sure—of the total real 
capital formation needed in this country. The balanced expansion of 
our country also depends, of course, upon the growth of our indus- 
trial plant and equipment, our business and commercial facilities, our 
public utilities, our roads and other public works, and many other 
necessary forms of real capital formation. The growth of these forms 
of real capital is important because they create more jobs, support 
rising payrolls, and thus enable more people to buy homes and to pay 
for them. We do not have limitless productive resources in this 
country, so that from the viewpoint of physical capacity to produce 
there are restrictions placed on housing construction at any particular 
time, although through investment of savings the country’s capacity 
to produce has expanded enormously in the past decade. 

Much of the discussion about housing goals and residential mort- 
gage financing has also suffered because of a failure to appreciate 
that the real capital formation of the country, including housing, must 
be financed out of saving or noncommercial bank sources if the country 
is to avoid further price inflation. Ina period such as the past decade, 
in which our national resources of labor and equipment have been and 
now are so fully employed, the injection of commercial bank-created 
money into the economy is bound to have inflationary consequences. 

What has been the picture in recent years regarding the sources and 
uses of capital funds in this country? We have prepared two charts 
to show this picture. The supporting data are taken from Govern- 
ment publications and show the net increase in both the sources and 
uses of funds. As you will seein chart No. 1 (see p. 646), the total uses 
to which capital funds were put in the United States in 1955 amounted 
to $44.6 billion. Of this total, the net increase in residential mort- 
gage debt amounted to $13.6 billion. This one use alone exceeded the 
increase in corporate security issues, State and local government se- 
curity issues, and Federal debt combined. Turning to the sources 
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which provided the funds for these uses, I call your attention to the 
fact that the funds derived from savings and other non-commercial] 
bank sources amounted to $41.7 billion, and accordingly fell short of 
meeting the total demand by nearly $3 billion. The balance of $2.9 
billion was supplied by the commercial banking system through the 
creation of bank deposits. 

Chart No. 2 (see p. 646) provides similar date for the period 1950-55, 
It also shows the substantial part of capital funds which has gone 
each year into the expansion of residential mortgage debt. It should 
be noted also how in each of these years the supply of savings and 
funds from noncommercial bank sources has fallen short of the total 
demand for capital funds, and commercial bank credit has had to be 
expanded to meet the demand. It is, of course, necessary to have some 
increase over the years in the volume of commercial bank credit in 
order to accommodate the growth in our economy. But one has only 
to look at what has happened to prices in the postwar period to realize 
that we have been relying too heavily on commercial bank creation 
of money and not enough on saving. We have, in other words, been 
trying to extract more in real product from the economy than it has 
been able to produce. 

The resulting rise in prices has been particularly severe in the resi- 
dential construction field. Chart No. 3 (see p. 647) shows the steady 
upward movement in the Bureau of Labor Statistics index of whole- 
sale prices of building materials which has risen 81 percent in the 
period 1946-55. In the past 18 months alone it has risen steadily by 
more than 8 percent. Chart No. 4 (see p. 648) shows the rise of 61 
percent which has occurred in the Boeckh index of residential con- 
struction costs since 1946. Chart No. 5 (see p. 649), based on data 
compiled by the United States Department of Labor, shows the rise 
of nearly 96 percent which has taken place since 1946 in the average 
estimated per unit construction cost of privately owned houses. This 
chart, as well as the one which follows, cannot be used as an exact 
measure of the increase in residential construction costs because it 
does not take account of improvement in the quality of housing, but 
in the light of Chart No. 3 it is safe to say that it is indicative of cost 
trends. Chart No.6 (see p. 650) shows the increase of 97 percent since 
1946 in the average principal amount of VA-guaranteed home loans 
closed, and also the rise of 97 percent since 1946 in the average amount 
for each dwelling unit of FHA home-mortgage insurance written. 
To some degree this rise reflects the liberalization of loan-to-value 
ratios in FHA loans. 

These charts indicate clearly that there are limits to the volume 
of real output which we can extract from our economy at any one time. 
During the past several years we have been eng in a tremendous 
homebuilding program. It has also been vital that our industrial plant 
and equipment be enlarged and modernized. And, of course, we have 
steadily enlarged the output of consumer goods. The accomplish- 
ments of the postwar period have been remarkable; but there are at 
any one time a imits to our real output. In an effort to push 
the economy beyond those limits, credit has been made available in 
too great a volume on too terms, and inflation has inevitably fol- 
lowed. General inflation has been serious enough, but the rise in hous- 
ing prices has been particularly severe. Since 1946 the consumers’ 
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price index has risen 37 percent, and the wholesale commodity price 
index has risen 41 percent. During this same period the average esti- 
mated construction cost per unit of privately owned homes has risen 
nearly 96 percent. That is almost twice the general rise in prices. 
There is a serious question whether the veteran or the small home- 
owner is being done any real service by easy and excessive credit if the 
primary effect is to increase sharply the price of the house he buys. 
Mr. Chairman, I would like to refer to an item which is not in my 
statement, to the effect that it is sometimes thought the cost of rising 
prices to the veteran or the small homeowner is measured simply by 
the higher price he must pay for his home. This increased initial cost 
is bad enough, but it does not'meaSure the full toll exacted by inflation. 
We have prepared a table with which to illustrate the real cost of 
rising prices to the average home buyer in the period 1946 to 1955. 
(The table referred to follows :) 


Additional cost to average home buyer caused by rising home prices, 1946-55 


Year in which home purchased Maturity of loan —— ——— of coe 





$19, 166. 40 
10, 951. 20 


8, 215. 20 


Mr. Suanks. Now, there is no exact official measure of the change 
in the price of a standard home in the United States. In the first 
place, there is no standard home. But such Government figures as 
are available indicate that the price rise from 1946 to 1955 was at 
the very minimum 75 percent. The rise in the average home loan 
due solely to this inflation was from approximately $6,000 in 1946 
to approximately $10,500 in 1955. If the home buyer wanted a better 
home, then it would be higher than that, but that was the increase 
due solely to this inflation was from approximately $6,000 in 1946 
to having to pay back an extra $4,500 of principal on his loan, the 


home buyer on a 30-year, 4144 percent loan, would have to pay 
$3,715.20 in extra interest cost because of the larger loan. The rise 
in the total cost of the average home buyer due solely to rise in home 
prices from the period 1946 to 4p Mogae amounts to $8,215.20. 


Inflation in the postwar period has t 
homeowner. 

Now if I may go back to may statement, sir. Ata later point we 
shall have specific comments to make about the various proposals 
for expanding the secondary market and special assistance functioris 
of FNMA. Within the context of this general discussion, our objec- 
tion to such proposals is that a large part of the funds needed to 
carry them out will be derived from the expansion of commerical 
bank credit and will add further upward pressures on the prices in 
the housing field. At the end of January 1956, $377 million or 66% 
of the F debentures outstanding were held by commercial banks. 

Inflation which has been generated in the residential construction 
field is not confined to this area but has its ramifications in many other 
parts of the economy. The life-insurance business must be vitally 


us exacted a heavy toll from the 
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concerned about Government policies which contribute to inflation, 
At the end of 1955 approximately 103 million policyholders owned 
$373 billion of life insurance. These contracts are payable in fixed 
dollars. Rising prices make a heavy inroad upon the purchasing 
power of the outstanding life insurance. Many times today we hear 
complacent reference to so-called moderate inflation—the 2-percent 
per annum inflation which is sometimes talked about by economists, 
Chart No. 7 (see p. 651) shows how in 10 years such an inflation of 
2 percent per annum would shrink the purchasing power of the life- 
insurance protection outstanding at the end of 1955. 

As to the adequacy of private capital funds to maintain healthy 
activity in the residential financing field, the accomplishments in 
1955 speak for themselves. Last year was a banner year in the resi- 
dential field, and private capital funds supplied virtually all the 
legitimate demands. As to the future, it is noteworthy that repay- 
ments of principal sums on the existing national mortgage debt add 
substantially to the availability of long-term capital funds. If the 
experience in the immediate past holds in this regard in the future, 
we may expect about 10 percent of the outstanding residential mort- 
gage debt to be repaid to the lender yearly for reinvestment. In 
addition, savings and loan associations and mutual savings banks, 
which by law or by custom devote a very large proportion of their 
funds to the residential mortgage market, will continue to pour their 
rapidly increasing savings into this area. And it is probable that 
additional funds will come in the future from pension funds. My 
own opinion is that, of all the investment markets, the residential 
mortgage market will be the one least likely to experience a scarcity 
of funds over the next 5 years. That is, of course, provided there 
is not some artificial means which upsets the balance of the mortgage 
market and which attracts the money elsewhere. 

I turn now to the second basic question—is there economic justifi- 
cation for the discounts presently in effect on Government-insured and 
guaranteed mortgages. Mr. Chairman, Mr. Carpenter will present 
our views on this question. 

Mr. Carpenter. This is a difficult question which again can be 
answered only in terms of the functioning of the capital market as a 
whole. Our thoughts on this question may be made clear in the follow- 
ing way. Chart No.8 (see p. 652) shows the distribution of the prin- 
cipal assets held by life-insurance companies at the end of 1955. As 
you will see, the savings of life-insurace policyholders are invested in 
a wide variety of ways—industrial and business securities, public- 
utility securities, railroad securities, Federal, State, and local govern- 
ment securities, Government-insured and guaranteed mortgages, un- 
insured residential, commercial, and industrial mortgages, and income- 
producing real estate. 

Generally speaking, the contract interest rates of these various in- 
vestments are flexible and are free to move in response to changes in 
the demand for and supply of capital funds. The life-insurance 
companies and other institutional investors such as mutual savings 
banks, savings and loan associations, and commercial banks, as well 
individuals, direct their funds with an eye toward obtaining the most 
favorable yields. In other words, investors generally are responsive 
to changing interest rates under changing market conditions. In 
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their lending capacity the officers of life-insurance companies act 
in a strictly fiduciary character. The funds at their disposal con- 
stitute the savings of more than 100 million Americans, the great 
majority of whom are persons with moderate incomes. It is our 
duty to invest this money on behalf of our policyholders to the best 
possible advantage to them. The cost of their insurance protection, 
the amount which their families will derive from their policies, or 
alternatively, their own modest income in old age after a lifetime of 
savings, will depend on securing for them the highest possible invest- 
ment rate consistent with safety. We seek yield because the trust 
imposed upon us demands that we do so, 

Within tue general capital market, VA and FHA mortgages are 
unique in that the contract rate of interest is relatively fixed by Gov- 
ernment order. It does change from time to time but the changes 
are infrequent and usually lag far behind capital market changes 
generally. ‘This was the reason why, prior to mid-1953, droughts 
sometimes occurred in the availability of private mortgage funds for 
Government-insured and guaranteed mortgage financing. As inter- 
est rates rose in the face of heavy demand, uses of capital funds where 
rates were flexible attracted funds away from the VA and FHA 
mortgage market where rates were fixed. By the middle of 1953 it was 
recognized by Congress that some means is needed to permit flexibility 
in yields of FHA and VA mortgages. With the contract rate on FHA 
and VA mortgages fixed, the discounts thus become the means through 
which these mortgages have yield flexibility in response to changes in 
market conditions. Since this yield flexibility through the discounts 
has been in effect, the VA mortgage has been able to hold its own in 


competition with other demands for capital funds, and we have 
avoided a further big expansion of Government financing. 

The great importance of yield flexibility in maintaining the at- 
tractiveness of an investment was pro never demonstrated better 


than in the case of VA mortgage loans in the summer of 1953 when 
the rate on these loans was raised from 4 to 414 percent and it was 
made clear by the Congress that discounts were not illegal so long as 
they were not paid by the veteran. From the second quarter to the 
fourth quarter of 1953, according to reports made to the Life Insur- 
ance Association of America, the volume of new commitments made 
by life-insurance companies to purchase VA martgage loans increased 
by 375 percent. 

The importance of flexible yields on FHA and VA mortgages may 
be indicated in still another way. If some of the legislation currently 
being considered by your committee is adopted and FNMA purchases 
of mortgages are used to support the prices of VA and FHA mort- 
gages at artificial levels, the effect under present conditions will be 
to drive some institutional funds away from the VA and FHA mort- 
gage market into other investment Cattake where yields are flexible and 
more attractive. Thus the use of FNMA funds to increase the avail- 
ability of mortgage money will be self-defeating. Instead, by upset- 
ting the forces which create a natural balance in the money market 
and by discouraging private financing it will merely serve to require a 
larger and larger flow of public funds into the VA field. 

Several of the bills before your committee are directed to using 
FNMA mortgage purchases to “stabilize” the prices of VA and FHA 
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mortgages and to ve out the large discounts. The methods pro- 
posed to accomplish this purpose would place FNMA in virtually the 
same position as the Federal Reserve System prior to the spring of 
1951 when it was purchasing Government securities at pegged prices, 
This support operation had to be ended because it was causing a sharp 
increase in the money supply and was contributing to rising prices, 
In the same way, FNMA funds to support the prices of VA and FHA 
mortgages, to the extent they are obtained from commercial banks, 
would also have inflationary consequences. This country learned the 
hard way through inflation in 1950 and early 1951 that it is healthy 
for yields on Government securities to be flexible in response to market 
forces. This lesson should guide us against the Government com- 
mitting the mistake of trying to hold VA and FHA mortgage yields 
unresponsive to market forces by pouring funds into this market. 

In considering the importance of investment yield and yield differ- 
entials as forces in the distribution of capital funds, we would like 
to emphasize that it is important to think in terms of net yield after 
costs. The importance of this is indicated in chart No. 9 (see p. 653), 
which shows the average gross yield earned by life insurance com- 
panies on nonfarm mortgage loans in 1954—the latest figure avail- 
able—as well as the costs which are involved in administering a 
mortgage loan portfolio. As you will see, the average gross yield in 
1954 amounted to 4.43 percent. The net, however, after total costs of 
0.57 percent, was 3.86 percent. It should be emphasized that these 
figures are the average for all types of nonfarm mortgage loans com- 
bined, including Government-insured and guaranteed loans, unin- 
sured residential, and business and industrial mortgages. Average 
costs on VA and FHA mortgages alone are somewhat higher, as I shall 
indicate presently. 

In the discussion of mortgage interest rates it is unfortunately too 
often overlooked that mortgage-loan portfolios are relatively costly 
to administer with the net yield being considerably below the gross. 
At the present time, in the case of VA mortgage loans on a 20-year 
amortization basis purchased at a discount of 2 points, the gross yield 
is about 4.75 percent and the net after costs averages a little better 
than 4 percent. It is sometimes argued that a net yield of 4 percent 
on VA mortgages is much too high in comparison with a 3 percent 
rate on long-term Government securities or a rate of, let us say, 3.15- 
3.20 percent on high-grade, publicly quoted corporate securities. Such 
a comparison is meaningless so far as most investors—certainly life 
insurance companies and certainly most long-term investors—are 
concerned. The yield on long-term Federal securities and high-grade 
corporate bonds selling in the public market is not competitive with 
the investment return which long-term investors can obtain in the 
investment areas into which their funds are currently being directed. 

The competition which the net rate of about 4 percent on discounted 
VA mortgages must face today is the net yield which can be realized 
on such investments as insured residential mortgages, commercial 
and industrial mortgages, income-producing property, and direct 
loans to industrial and business concerns. ese net yields provide 
strong competition for the net yield on VA morignees. Ina "ale 
such as the present in which all types of capital funds are in heavy 
demand, market forces require discounts on VA and FHA mortgages 
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if the latter’ are to maintain their attractiveness as an investment 
outlet. 

Much publicity has been given to large discounts of several points 
on certain VA mortgage loans. These are, of course, in contrast to 
the generally prevailing national averages of 2 or 3 points. There 
are a number.of reasons for differences in the amount. of discounts 
on VA mortgages. One of the important factors explaining sizable 
discounts on VA mortgage loans is the quality of the loan. Despite 
the Government. guaranty, which is less than 100 percent, there is 
an element of risk in VA mortgage loans, and naturally those of 
poorer quality from the viewpomt of the property involved or the 
credit risk of the borrower will carry somewhat larger discounts. 
It should also be borne in mind that a free market works both ways. 
At one time, premiums were paid on FHA loans by life-insurance 
companies, 

Beau discounts on Government-insured and guaranteed mort- 
gages are difficult for the public to understand, particularly the 
abnormally high ones, we have always felt it Coal be preferable to 
utilize another means of making the Government-insured and guar- 
anteed rate flexible so that it can reflect and adjust fully to free 
market forces. This could be accomplished in the following way. 
A maximum contract rate should be set on insured and guaranteed 
mortgage loans, but this rate should be substantially above the cur- 
rent going market rate. Under the ceiling of the maximum, the 
actual contract rates on individual insured and guaranteed mortgages 
would be set as the result of competitive market forces. The rates 
would move up or down depending upon market competition and 
would also be allowed to refleet geographical differences in the markets 
and differences in the quality of mortgages, as well as the additional 
expense involved in handling loans in smaller towns and rural areas. 
Competition is keen in the capital markets and it can be depended 
upon fully to provide the lowest rates consistent with demand and 
supply conditions. 

Mr. Vieser will complete our statement. 

Mr. Vieser. With this general background, I would now like to 
present our views briefly on several specific bills before your com- 
mittee, 

S, 3302: We favor the provisions of this bill, with the followin 
exceptions. First, we are op to the provisions of title II whic 
would make it possible for FNMA (1) to reduce the present stock 
purchase requirement from 3 percent to 1 percent, (2) to purchase 
mortgages “within the range of market prices” rather than at the 
market price as at present, and (3) to purchase mortgages where the 
original principal exceeds $15,000. We believe that the provisions 
under which FNMA is now operating are sound in that they assure 
that FNMA will be restricted to providing a measure of liquidity to 
the market as was intended. If the proposed changes are adopted, 
as indicated earlier, there is grave danger that FNMA will burgeon 
out as a big factor in the market and will create further inflationary 
pressures in the residential construction field. 

We also seriously question the wisdom of increasing the amortiza- 
tion period to 40-years in-section 221 loans. This longer amortization 
period will make these mort, much less acceptable to private 
financing institutions and will be of doubtful help to the mortgagor. 
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To illustrate, if we assume a $7,000 mortgage at 414 percent rate 
amortizable in 40 years, at the end of 5 years only $353 would have been 
paid in amortization; at the end of 10 years only $794; and at the 
end of 20 years only $2,038, with $4,962 of the initial loan still out- 
standing. 

As is obvious, the rate of amortization is exceedingly slow, in fact 
so slow that the physical deterioration and obsolescence of the prop- 
erty would undoubtedly be greated than the amortization. This ex- 
poses the investor to serious risk which no lender operating on sound 
lending principles would be able to assume. The 30-year amortiza- 
tion period currently in effect, although still too long in the eyes of 
many institutional investors, makes the loan more acceptable. 

Moreover, from the viewpoint of the homeowner, the monthly 
carrying charge, interest, and amortization, on a $7,000, 414 percent, 
40-year mortgage is $31.50. The monthly carrying charge on the 
same mortgage, but with a 30-year amortization period, is $35.49. 
Thus, the shorter term involves only $4 more per month in the mort- 
gagor’s payment. 

More important, if the loan is on a 40-year basis, the mortgagor 
must pay total interest of $8,120 over the life of the loan, as compared 
with total interest of $5,776 if the loan runs for 30 years. Accord- 
ingly, the 40-year loan will cost the homeowner $2,344 more in the 
form of interest, which is a heavy price to pay for the extended 
maturity. 

For these reasons we believe that the 40-year loan is socially un- 
desirable, and we urge that the section 221 loans be continued on a 
30-year basis. 

S. 3158: Time does not permit, nor is it necessary, that we discuss 
this omnibus bill at length. S, 3302, most of which we favor, con- 
tains all the amendments to our national housing law which are needed 
at this time, so that we do not think S. 3158 should receive favorable 
consideration. 

We firmly oppose its provisions which would restore the FNMA 
powers and operations under legislation prior to enactment of the 
Housing Act of 1954. This would certainly put us on the road to 
further inflation. 

We are also opposed, vigorously, to the creation of a National Mort- 
gage Corporation with authority to issue up to $1 billion of debentures 
to make and service loans on single-family, rental, and cooperative 
properties for middle-income families. This invasion of the private 
mortgage market by Government is not necessary in the light of the 
facts we recounted earlier, and it would also pose the threat of price 
inflation. 

S. 3190 and S. 3296: These two bills relating to FNMA can be 
discussed briefly. The former would authorize FNMA to enter into 
advance commitments to purchase at par any FHA or VA mortgages 
with a value of $7,600 or less. We oppose it for all of the reasons 
advanced in the general discussions earlier, namely, that it would 
under present conditions require FNMA to support prices of VA and 
FHA mortgages at artificialy high levels and would have inflationary 
consequences. 

Moreover, under no circumstances do we believe that FNMA should 
issue advance commitments because of the encouragement they give 
to overbuilding. 
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We are also opposed for similar reasons to S. 3296 which would 
amend FNMA provisions to gear required stock purchases to current 
mortgage discount levels, and which would direct FNMA to purchase 
mortgages with an - to stabilizing the market. Such purchases 
would not be required to be at market prices. Here again we would 
have an operation designed to support VA and FHA mortgage prices 
at artificial levels which would meet with the objections noted earlier. 

Other bills: There are, of course, several other bills before the 
committee of a specialized character which we do not believe it neces- 
sary to diseuss. 

In conclusion, we believe that the committee should be favorably 
impressed by the way in which private home mortgage financing has 
met the tremendous demand in the past decade. The investment of 
funds in this area has, in fact, been so great that it has outstripped 
the country’s physical capacity to produce housing along with other 
real capital goods. The great concentration of expenditures for 
housing, exceeding our capacity to produce, is the reason why we 
have already suffered so much inflation in this area, particularly be- 
cause of periodic injections of bank credit into the housing field 
through FNMA. 

In a full and expansive economy such as we have now, cheap money 
is almost always expensive. What seems to be a savings in interest 
is usually compounded in inflated costs. If interest rates on mortgages 
are stabilized at an artificial level by Government devices, it will 
inevitably cause a trend of private investment away from insured home 
mortgages to more attractive investments available in a free market. 

Such devices will result in less instead of more money available for 
financing home building in the United States from private sources. A 
lower fixed interest rate will be of little value if money is not readily 
available. 

The only alternative in such a situation would be some additional 
device to increase the money supply with serious inflationary conse- 
quences on the private structure such as we experienced by reason of 
the rigidly-controlled money market of a few years ago. If this 
should transpire, it would be a poor service to save the home buyer 
— in interest at the cost of dollars in the form of overpriced 

1omes. 

We believe that at this time we should pay strict attention to the 
hard lesson we have learned and abandon any new ideas of departing 
from the principles of a free market and flexible interest rates. 

Senator Sparkman. Thank you very much, gentlemen. 

Let me ask you one thing. The constituent companies that make up 
your association have been participating in this voluntary home- 
mortgage program, have they not ? 

Mr. Vieser. Yes, sir. 

Senator Sparkman. Are you pleased with the progress it is making? 

Mr. Suanxs. After it got started. It took a while to get it started, 
and it was slow in getting going, but then it did generate and got 
going, and within a year we put out a very substantial amount of 
money and are now at the $200 million-a-year rate. 

If given a chance to continue, I think we could say it will be a help 
and a satisfactory operation. 

Senator Sparkman. You think it holds real promise ? 

Mr. Suanxs. Yes, we do. 
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Senator SparKMAN. For a flow of home mortgage funds to reach 
the territories where heretofore it has been rather thin ? 

Mr. Suanxs. Yes, we do. It took some time to get it geared up. 
We think it holds great promise for that. 

I might say, Mr. Chairman, at present the other types of lenders 
other than the insurance companies are just beginning to get started 
in it, and when they are in it we will really have a good operation. 

Senator Sparkman. To what extent are the life insurance com- 
pee in it? Do you know? Or perhaps you could tell me bette: 

1ow broad is the participation generally across the board. 

Mr. Suanxs. I have on each side of me a member of the national 
committee, and I think I had better let them speak. 

Mr. Viesrer. There are about 100 life insurance companies partici- 
pating actively. There are 25 others that say they will come in the 
program. 

The life insurance industry has through these hundred companies 
put up about 85 percent of the total amount, and the other lenders 
only 15 percent. The savings banks and others are coming into it 
gradually. 

However, no one company or no several companies predominate 
in this participation. It is pretty much in conformity with the ratio 
that the company holds. Their participation is in relationship to 
what their company holdings are. 

Senator Sparkman. Has it pretty well reached all of the corners 
of the country ? 

Mr. Carpenter. Pretty well, I would say, yes. There might be a 
few isolated spots that an individual loan would appear as not being 
placeable. 

Mr. Vieser. I would like to say that in addition to the amount that 
we have indicated is going into this program—a rate of 200-some-odd 
million a year—there are many by-products. We are making a great 
many mortgage loans as the result of this program, not through the 
program, in areas we were not in some years ago. 

Recently, Ehney Camp down at the Liberty National in Alabama 
said he covers now almost the entire State and many areas around 
there. My own company is gradually getting into remote areas we 
never were in before. And it is coming in not through the program 
but as a result of the program. So that I think the figures we men- 
tioned are only a part of the whole story. 

Mr. Carpenter. May I develop that point a little bit? In anticipa- 
tion of coming here with you gentlemen, we made a canvass of 16 of 
our members in an attempt to determine the extent of their activity 
outside of the statistics shown in this program, and we found that 
of those 16 companies 11 had actively engaged in lending in these 
areas which are eligible for the program and that the total loans which 
they had placed as a result of those activities outside of the program 
exceeded the dollar amount of the loans placed through the program. 

I can give you exact figures in connection with my own company’s 
operations in this respect. The program statistic based on the ap- 
provals by our committee in my company would show about $14 
million placed by referral through the program. But the:total placed 
in these areas in which we had not formerly operated is some $38 
million. So that in the case of my company there are almost two loans 
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placed outside of the committee statistics for one placed within the 
committee statistics. 

Senator SpaRKMAN. Some time back, in November I believe it was, 
the end of November, we had a roundtable discussion in which we 
had various representatives in just to. discuss the mortgage financing 
field. If I remember correctly, Mr. Brown of New York Life made 
a statement then something like this: That there was a conscious 
effort on their part to place their mortgage funds in the same locali- 
ties from which they received premiums. I may not be quoting him 
exactly right on that, but it is something like that. 

Is that generally true, or does this voluntary home mortgage plan 
seek to break down that kind of a pattern ? 

Mr. SuHanxs. Well, I think there may be some variance in companies 
that way. I think any 1 of us 3 could speak on that. But in the case of 
ny OWN company, yes, we want to put our money back in all areas 
where we do business, but there are many areas which are surplus fund 
areas. And in our case—and it is duplicated with the other nationwide 
companies—we take funds from the surplus areas and we channel them 
into the areas which are calling for loans. And the result is that in 
areas like the South, your area, and the Southwest, we put in all the 
way from two to five, six, seven dollars for one dollar taken out in 
premiums, where, as a matter of fact, in some of the surplus areas we 
will put slightly less than a dollar back per premium oe taken out. 

Many companies such as ours try to do business in all parts of the 
country. 

Sena Sparkman. I wonder if it would be possible—I mean with- 
out too much trouble—for you to furnish us a statement or a chart or 
something showing about how that works? I do not ask you to do it if 
it is much trouble but if it could be done without too much trouble—— 

Mr. SuHanxs. Yes, we can do it. 

Senator SparkMaN. I think we would find it most interesting and 
helpful. 

Mr. Suanxs. Yes, we will do it. 

Senator SparkMAN. Let me ask you this question: I was interested 
in what you said about the fixed interest rates and the discounts and 
<o forth and also about the availability of money as it moves through 
the various fields of investment. Is there a definite amount of money 
that the insurance companies, let’s say, would have to invest in VA 
ad FHA mortgages that would go into that type of mortgage irre- 
pecans the interest rate, or does it shift from one investment to 
another 

Mr. SuHanxs. Well, it shifts. I think in many companies you will 
find a situation where there is more or less an allocated amount of 
money which is allocated to mortgages, because if you have a mortgage 
organization you have to keep supplying them with a steady flow of 
funds, whether it is allocated more or less. But within the mortgage 
field you will find these shifts. And if the conventional 

Senator SpaARKMAN. You mean as between conventional mortgages 
and the insured and guaranteed mortgages? 

Mr. Suanxs. That is right, and as between industrial and commer- 
cial mortgages, conventional, and these other kinds. And if one be- 
comes more attractive, that is where the money goes—it tends to go 
more. 


75333—56——42 
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As a matter of policy in some situations you may well continue to 
take some VA and FHA mortgages, but, as a matter of policy, you 
would take what you felt you must as a matter of policy. 

Senator Sparkman. There are many questions I could ask you, but 
we are going to have to move on. 


Thank you very much. I appreciate the very helpful statement you 
have given us. 


(The charts referred to in the above testimony follow :) 
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Sources and uses of capital funds in the United States, 1950-55 
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CHarr 9 


Average rates of income and costs on nonfarm mortgage loans of a sample of 
life-insurance companies 


[Percent] 
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Note.—Companies covered accounted for about 80 percent of the nonfarm mortgage loans of all United 
States life companies. 


Senator Sparkman. Mr. C. B. Harris, vice president of the Alex- 
andria Contractors Association. 
We are very glad to have you with us, sir. Go right ahead. 


STATEMENT OF CLAUDE B. HARRIS, VICE PRESIDENT, ALEXANDRIA 
CONTRACTORS ASSOCIATION, INC. 


Mr. Harris. Thank you, Mr. Chairman, and members of the Senate 
Banking and Currency Committee. I appear before you today as vice 
president of the Alexandria Contractors Association, an association 
comprised of and representing general contractors and subcontractors 
operating in the Northern Virginia region. 

I appreciate the opportunity to present our point of view before a 
group of such distinguished gentlemen. 

Our association is vitally interested in the legislation which you 
are now considering, dealing with certain changes in the title I section 
of the National Housing Act. In these times, when our economic 
resources are so fully employed, almost desirable way of lifting our 
housing standards is improvement of existing homes, since tewer 
scarce materials and less labor are likely to be used than in new homes. 

We who are in business in the metropolitan Washington area feel 
that the proposed amendments would be extremely beneficial to the 
older residents and the older home owners, in making it possible for 
them to make the necessary improvements to their property, which 
would be in keeping with the new homes and new structures now being 
erected. There are literally thousands of young people who are 
acquiring small residences and as their family grows, these proposed 
amendments, if adopted, will make it possible for them to enlarge their 
residences in keeping with their income. 

There is one aiditional amendment which we would like to suggest 
to the committee for their consideration, that being that FHA im- 
po loans include fixed appliances, as the modern American 
1ome today can hardly exist without such improvements. 

I am sure that many arguments have been presented to you for the 
adoption of the proposed amendments submitted by the advisory com- 
mittee. Therefore, I will not trespass upon the time of the committee 


further in giving you our reasons for the adoption of these amend- 
ments. 
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[ wish to thank you for your courtesy and attention. 

Senator SparkMAN. Thank you very much, Mr. Harris. 

You limit your statement to title 1, the home improvement part? 
Is that right? 

Mr. Harris. Title 1; yes. 

Senator Sparkman. Do you think it is desirable to increase the 
amounts and also the term ? 

Mr. Harris. Yes. 

Senator SparkMAN. Those are the two principal 

Mr. Harris. As recommended in the advisory committee report. 

Senator SparkMAN. Yes. Well, thank you very much, Mr. Harris, 
We are glad to have had you, sir. 

Mr. Daniel Tyler, Jr., chairman of the State Housing Board, Massa- 
chusetts. We are glad to have you, sir. 


STATEMENT OF DANIEL TYLER, JR., CHAIRMAN, STATE HOUSING 
BOARD, MASSACHUSETTS 


Mr. Tyter. Thank you. 

For the record, my name is Daniel Tyler, Jr., and I am chairman 
of the State housing board. I would lke to correct that misunder- 
standing which might exist. The State housing board is really a mis- 
nomer. I am the chairman and the board. 

Mr. Chairman and gentlemen of the committee, it is a pleasure for 
me to be here today at the suggestion of Senator Frederick G. Payne, 
of Maine, to tell you something of the housing of the elderly program 
in Massachusetts. 

It would be presumptuous on my part to tell this committee or 
even suggest to them what the Federal Government should do in 
providing housing for the elderly, for those of our senior citizens who 
are in dire need of decent, sanitary housing during the end of their 
life span. I do believe, however, that our experience in Massachu- 
setts may be of some help to the committee, and that is why I am 
here. I am in no sense an expert on Federal housing, but feel I do 
know something about the Commonwealth of Massachusetts public- 
housing program and particularly that of housing for the elderly. 

During the course of these few words, I shall be happy to be inter- 
rupted by any questions, and when I am through to do my best to 
answer any others which may occur to you. Or, if it would be helpful 
to the committee at a future time I will be pleased to return to Wash- 
ington and give you the results of our growing experience in Massa- 
chusetts. 

The Massachusetts story on housing for the elderly began with the 
inaugural address of Gov. Christian A. Herter in January 1953. Some 
of you will doubtless remember Governor Herter when he was Con- 
gressman from the 10th Massachusetts District between 1942 and 
1952. In his inaugural speech the Governor proposed that the State 
housing board undertake a program of roviding housing for elderly 
persons of low income. The staff of the State housing board promptly 
started studying this problem so that when chapter 668 of. the acts 
of 1953 finally became law, we had had some 6 months’ time in which 
to do considerable research. 
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Unfortunately, a bond counsel found a fault with chapter 668 and 
suggested certain corrections, so it was not until the summer of 1954 
that we could actually proceed with the program. 

Thus, the final law which we are now operating is known as chapter 
667 of the acts of 1954. 

However, it. was perhaps a good thing that we had this year’s delay, 
for it gave us even more time to know our problem. 

With the cooperation of the Housing Association of Metropolitan 
Boston and others, we published a brochure, “Standards of Design, 
Housing for the Elderly,” copies of which I believe are in the hands 
of the members of your committee. This booklet contains what we 
believe to be excellent standards, many of them suggestions but others 
mandatory provisions which are followed by the various housing au- 
thorites in Massachusetts in the cites and towns as they plan this type 
of housing for their respective communities. 

The act said: 

It is hereby declared that there is not in certain parts of the Commonwealth 
an adequate supply of decent, safe, and sanitary housing for elderly persons 
of low income available for rents which such persons can afford to pay * * * 
and that a public exigency exists which makes the provision of housing for 
elderly persons of low income a public necessity. * * * 

As proof of this, we have developed figures which show that over 
10 percent of the population of Massachusetts, based on the 1950 
Federal census, was 65 years of age or over at that time, and from the 
best figures we have been able to develop since the 1950 figures we feel 
that the percentage has increased very materially, even in the past 
5 or 6 years. 

For example, in the town of Brookline, where I happened to have 
lived all my life, the 1950 percentage was 12.7, and today we estimate 
it at 18.5 percent. In other words, in that community, over 10,000 
people out of a population of between 55,000 and 60,000 are 65 years 
of age or over. This is probably the highest percentage in the Com- 
monwealth but is typical of many other places where there is a serious 
housing for the elderly situation. We believe the problem to be in- 
creasing each day, and the Commonwealth proposes to do what it can 
to alleviate the situation. 

As you may know, Massachusetts has had a low-income veterans’ 
housing program since the end of World War II, and at present we 
have 15,462 units in operation. This was a temporary problem which 
has been gradually met, to provide decent, sanitary housing for vet- 
erans of low income. While we have authorization on the books to 
permit construction of more of this type of housing, there is nothing 
in sight which I believe will be necessary. In other words, this pro- 
gram is completed and now the problem is management and main- 
tenance. 

A recent legislature amended the veterans’ housing law so that 
single-bedroom units might be occupied by low-income couples of 65 
years of age and over, even if they were not veterans. Another legis- 
lature further amended the law so that if there are no veteran appli- 
cants qualified for this type of housing as veterans of low income, the 
local housing authority may take as tenants nonveteran families of 
low income. Both of these amendments, of course, have helped to 
ease the housing shortage in a few of the 88 communities where we 





656 HOUSING AMENDMENTS OF 1956 


have veterans’ housing and where they have had no qualified veterans 
to take into the projects. Incidentally, the income from these elderly 
people or nonveterans is most welcome, for our operation is geared 
to 100 percent occupancy and vacanices are productive of red ink. 

Our program is operated under Chapter 667, Acts of 1954—*‘An 
act to provide for the housing of elderly persons of low income.” 
This act provides for a guaranty of notes or bonds of local housing 
authorities up to $15 million and for a maximum annual subsidy of 
21% percent of the total development cost of each project. This is a 
rental program in public ownership during a 40-year period of amor- 
tization. 

From our experience with the elderly group we have found that 
between 50 and 75 units should be the maximum in any one location, 
The elderly should not be isolated in large groups. 

The dwelling should preferably be one-story, compact, in row type. 
All features of safety and convenience should be incorporated in the 
bathrooms and kitchens. Projects for the elderly should be located, 
especially in large communities, as near the old neighborhood as pos- 
sible and accessible to all facilities. 

At this writing the best estimate of the average total development 
cost per unit is in the vicinity of $8,300. This total development cost 
includes land, architect’s fees, structure, and other costs incidental 
thereto. Construction costs have been increasing month by month and 
we have only 244 percent subsidy. We are, however, endeavoring, 
where possible, to achieve a gross rental to the tenant, giving him 
central heat and all utilities, in the vicinity of $45 per month. 

Under chapter 667 both single individuals and couples of low 
income, 65 years of age and over, are eligible. The units for singles 
approximate 300 square feet and units for couples approximate 400 
square feet. Projects are usually planned on a ratio of 3 to 1, fairly 
well established that within the aging group singles outnumber couples 
by approximately 3 to 1. 

Applicants for this housing must be able to care for their dwellings 
and not be potentials for rest homes, nursing homes, or hospitals. 
They are to he given no more supervision or care than tenants in any 
other development. This group should be made to feel that they are 
part of the community and living normal lives in their own homes. 

Already two of our projects are in occupancy, with others to be 
opened as time goes on and still others in the planning stage and even 
more are being studied by local housing authorities as to their local 
need. As of the present time, just under 50 different communities 
t+ ve shown an interest in the program, and we believe that a great 
many more will become interested as time goes on. Our programs are 
distinctly a local option affair and the State housing does not 
sell the programs but merely services the need after a local com- 
munity makes the decision. 

Chapter 668 of the Acts of 1953 called for a State guaranty not to 
exceed $5 million, Chapter 667 of the Acts of 1954, the act. under which 
we are operating, increased this amount to $15 million, and we have 
before the legislature at the present time a request for an additional 
$15 million which we have every reason to will be granted. We 
believe that future legislatures will be asked for and will grant 
additional sums as fast as they are locally requested. 
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We have been aoa haste slowly but surely, and every project 
from our experience so far is benefiting from experience in planning 
ind operation of those which preceded it. If our estimate of present 
need of some 8,000 units is correct, it will be seen that a total State 
guaranty of some $75 million will be necessary within a very few 
years. 

’ Fortunately, the vast majority of the elderly in Massachusetts have 
sufficient means of their own or have families who can provide for 
them, but we definitely know that there is a large group who are pres- 
ently living under very poor conditions, which only housing such as 
the Commonwealth is guaranteeing can help. 

It would be a wonderful thing if private enterprise could provide 
some of this housing, but under today’s costs and without any subsidy 
this simply is not taking place. e same is true of fraternal and 
charitable organizations being able to build and operate such projects. 

It would appear that coming generations, like all previous genera- 
tions, are not only going to continue to have the expense of maintain- 
ing public schools for perhaps 20 percent of the population, but due 
to the increased life span and to continual improvements in medical 
techniques are going to be faced with the problem of caring for a 
portion of the large percentage of the population who are and will 
be 65 years of age and older. It is a human problem of major dimen- 
sions about which the general public realizes very, very little. After 
all, it is human life we are dealing with, and once the public is aware 


of the problem I am sure they will accept it generally as it has been 
accepted and is being more so all the time in Massachusetts. 
Perhaps I have already spoken too long, but even at that have only 


been able to give you a little idea of what we are doing and what our 
experience has been in Massachusetts. I should be pleased to come 
back at any time if you so desire to have me, and bring with me the 
continuously accumulating experience which we are having in Massa- 
chusetts with our housing-for-the-elderly program. 

Thank you for this opportunity and for your listening. As I said 
at the start, if there are any questions now I shall do my best to answer 
them. 

Senator SparkMan. Well, thank you, Mr. Tyler. You have given 
us a very interesting statement, and Iam particularly pleased because 


it is based on’ experience, even though that experience is of brief du- 
ration, about 3 years. 


Mr. Tyter. Yes, sir. 

Senator Sparkman. But -you feel optimistic after 3 years work- 
ing on it? Is that right? 

Mr. Tyzer. Optimistic but ners Mr. Chairman. I am get- 
ting older myself, and the more I study this housing for the elderly, 
the more convinced I am how little the people of this country—par- 
ticularly, I can only base it on my own home and home section—real- 
ize What a problem there is with human beings, not at the start of their 
life span, as we have always known in public schooling, but at the end 
of the line in public housing. 

Senator SparKMAN. But at long last, at least we have made a start ? 

Mr. Tyter. We have made a start. 

‘Senator Sparkman. You think your experience is enough to con- 
vince you that it does contain real possibilities? 
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Mr. Tyxer. Well, Governor Herter—of course, it came from him. 
and he has been terribly interested in it, and as such we conferred— 
suggested we ask for an additional $15'‘million. There are those who 
would like to make it $60 million, but we cannot digest it that fast. 
When the Massachusetts House Ways and Means Committee saw | 
didn’t want that much money, they were quite amazed, because they 
never heard of anybody not wanting it all at once. But at the rate 
we are going | think that is about as fast as we can do it and do it 
right. 

I think if you do not have these brochures—we are pretty nearly 
out of print— , 

Senator SpaRKMAN. We have them. 

Mr. Tyier. I have a spoonful more. It is not written by me so I 
can think it is an excellent job by others, and I think it ought to be 
very helpful. 

Senator SPARKMAN. We have them, and we appreciate very much 
your making them available to us. 

Senator Lehman, do you have any questions to ask ? 

Senator Lenman. No. I will study it in the record. 

Senator SpaRKMAN. He has given us a very fine experience in Mass- 
achusetts in dealing with housing for the elderly. You will enjoy 
reading it. 

Mr. Tyzxer. I am glad to try to have Massachusetts help the rest of 
the country. 

Senator SparkKMAN. Clarence Mitchell, Director of the Washington 
sureau of the National Association for the Advancement of Colored 
People. 


We have your statement, Mr. Mitchell. Proceed in your own way. 


STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF THE WASH- 
INGTON BUREAU OF THE NATIONAL ASSOCIATION FOR THE 
ADVANCEMENT OF COLORED PEOPLE 


Mr. Mircnei. Thank you, Mr. Chairman and members of the sub- 
committee. I am Clarence Mitchell, director of the Washington Bu- 
reau of the NAACP. 

Our plea for a remedy to the mounting problems of colored citizens 
has consistently fallen on deaf ears in Congress and the executive 
branch of Government. We hope it will be different this year and 
that you will include the following amendment in whatever bill your 
committee reports out. The amendment is: 

The aids and powers made available under the several titles of this Act are 
not to be conditioned or limited in any way on account of race, religion, or 
national origin of builders, lenders, renters, buyers or families to be benefited. 

I would like to offer the subcommittee an example of how the present 
housing program is being used to promote and extend racial segrega- 
tion. This illustration was reported to the Housing and Home Finance 
Agency by Mr. Madison Jones, our organization’s special assistant for 
housing. As yet, nothing has been done to correct it, and, if past experi- 
ence means anything, nothing will be done. A copy of Mr. Jones’ letter 
is attached to this testimony. 

Mr. Chairman, I would just like to read a couple of pertinent parts 
of this letter which is addressed to Mr. William Henry Harrison, the 
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regional administrator of the Housing and Home Finance Agency 
jown in Atlanta,Ga. Itisdated January 13, 1956. 


4 situation involving urban renewal in Eufaula, Ala., has been brought 
to our attention. We have made an on-the-spot investigation, and feel that 
certain facts should be discussed with you for your consideration and action. 
We are disturbed since the evidence Shows that urban renewal is being used 
to preserve racial segregation in education and, in fact, to initiate an all-Negro 
residential area in a city where racial containment did not exist heretofore. 

The are in question consists of a tract of 88 acres not far from the center of 
town. Urban Renewal Project Characteristics, as of September 30, 1955, indi- 
cate this to be the Flake-Hill area composed of 71 substandard dwelling units 
housing 71 nonwhite families. The proposed reuse of the land indicated 117 
units of private sale housing for white purchasers only. It has been further 
indicated that a workable program has been submitted by the community and 
that this has been approved by the Urban Renewal Administration. 

The NAACP makes its objections on the following basis: Information received 
from the executive director of the Bufaula Housing Authority indicates that 
those families incumbent in the area will have a preferred position in repurchas- 
ing lots on the redeveloped site. While this, on the surface, appears to be an 
equitable arrangement, it was also stated that preliminary estimates on the part 
of appraisers hired by the Authority indicate that the price range of the lots in 
the area, upon redevelopment, will range from $1,250 to $2,500. In our estimation 
this would preclude present owners from repurchasing the land upon which they 
would then have to construct a home. In interviewing and talking with the 
homeowners, it was found that most of them are of middle age and some well 
along in years and certainly they did not appear able to assume the burden of a 
mortgage for at least 15 or 20 years. 

Plans were indicated by the Authority for 150 units of public housing to be 
erected in the southeast and southwest sections of the city of Eufaula. A new 
Negro high school is earmarked for the southeast area. An entirely new Negro 
community appears to be the objective of present plans. 

Conferences with officials of the Public Housing Administration in Washington 
reveal that the Racial! Relations Division of PHA disapproved development pro- 
grams for southeast and southwest sites. This disapproval was stated as fol- 
lows: “We based our objection on the use of Federal funds to set up a Negro 
neighborhood in a city where racial containment heretofore did not exist * * * 
The location of the public housing project, the renewal of the urban area hereto- 
fore described, and the opening of a vacant area, South Boundary Street, that 
is coming into the city limits, all goes to form a new minority neighborhood 
which is grouped around the site for the new Negro high school.” 


Mr. Chairman, it was a coincidence that that incident happens to 
be from your State, but it certainly is not a thing that is peculiar to 
Alabama. I am happy that it is from your State, because I think you 
would be fair-minded enough to look into it and see what the facts 
are on this thing. I am certain that if there would be any reasonable 
thing that you as an interested person could do about it to correct it, 
I feel certain you will do it. 

But it is characteristic of this urban renewal program all around 
the country—to start a program of clearing people out of so-called 
slum areas and building entirely new housing and then we discover 
that we have developed a condition first under which the people dis- 
placed cannot get back in, and, second, a condition where it is going to 
be an all-white development. 

There is a very near illustration right over in Baltimore where 
some 8 or 10 square blocks of the city were cleared off, and now there 
is to be a new housing program for the Johns Hopkins Hospital per- 
sonnel. In addition, there will be a recreation area for school chil- 
dren. And then there is to be an apartment-type hotel. There will 
be very little likelihood those people displaced by that development 
are going to get back into it. Ina sense, it is really worsening the con- 
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dition in that area, because they drive the people out and then there 
is no place for them to go after they are displaced. 

Senator Sparkman. By the way, you may recall that about 4 or 5 
years ago there was a similar problem right here in the District of 
Columbia. Do you remember? . 

Mr. Mircuexy. Yes, there was, Senator. In fact, it seems to be 
characteristic of the renewal program. I believe Mr. Cole’s testimony 
helps to support that—to make a plan to get rid of the people in an 
area but not to have a plan to do anything with them after they are 
displaced. 

Senator Lehman asked Mr. Cole during the time when Mr. Cole was 
testifying whether they had any figures on these people who had been 
displaced, and the Administrator, Mr. Cole, said no, they did not have 
any, that they were working on that and probably would get some. 

Senator Sparkman. As a matter of fact, it seems to me that one of 
the great problems with slum clearance and urban renewal—and I think 
it has been pointed out repeatedly not only in these hearings but in 
previous hearings—is that of equitable treatment of the persons who 
are displaced. It applies not only to the homeowner but, as I brought 
out here a few days ago, it applies to that small-business man who 
perhaps is just renting his establishment—— 

Mr. Mrrcnety. That is correct. 

Senator Sparkman. And has no title to the land. 

I do not know what the final answer is and how it can be worked 
out so as to give equitable treatment to the people who live there, both 
in seeing that they have opportunity to get adequate shelter and, sec- 
ond, to see that their interests, both residential and business, are 
protected. 

Mr. Mrrcuett., I certainly think, Senator-—— 

Senator Sparkman. I recognize it as a real problem, and I say 
frankly I do not know what the solution is. 

Mr. Mrrcuetu. I certainly think, Senator, that one thing that would 
help a lot is if in the planning of a new area there would be some 
thought given to the possibility of developing something that those 
people that were displaced could come back into. 

Senator Sparkman. Well, now, in this letter that you cite I think 

he points out the difficulty there. It seems to me that he writes it in 
‘ a rather objective manner. He says ‘that the persons who live there 
will be given priority in the repurchase of those lots. But he puts his 
finger on the trouble, and that is that the lots have gone up in value 
to such an extent that the people who lived there cannot afford to buy 
them. 

It seems to me to negative a previous statement of his that the real 
intent—I mean he says there the newly-developed property is to be 
sold to white residents only. Yet here he says that the people who 
live there now, every one of whom is colored—at least he says non- 
white so I suppose he means of the Negro race? 

Mr. Mircnet.. Yes, that is right. 

Senator Sparkman. That every one who lives there now is of the 
Negro race but will be given priority in buying them back. I recog- 
nize the difficulty, and there t think is the real difficulty, and I think 
it shows up in so many of these different projects—that is, that the 
value has changed so that that person cannot buy back. 
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Mr. Mircnet. Well, Senator, I think 

Senator SparKMAN. I will say to you frankly I do not know what 
the answer is, if you are going to clean it off, if you are going to convert 
from slums into property that is to be developed into new residential 
and commercial and business property without slum conditions, 

Mr. Mrrewe.. | think that situation comes under the head of the 
story that a friend of mine who used to be a proofreader for a news- 
paper tells, a real old man who had gone West in covered-wagon days. 
He says, “There were some people who had a notion that if you pull 
the trigger of a pistol real easy the bullet won’t hit so hard.” 

I think a lot of what is done in this is by those persons who are in 
charge of these redevelopments and who know what the ineome level 
is. They know what the characteristics of the population are, and in 
their planning they can arrive at a perfectly seientific and apparently 
fair plan which also has the effect of preventing any of the displaced 
people from getting back in. I really think that if— 

Senator SPARKMAN. Let me say this: I do not think it is quite fair 
to say that they do it deliberately. I think it is the inevitable result of 
converting the property from one nature to another. It will be in- 
teresting to see what happens right down here in Southwest Wash- 
ington. 

Mr. Mrrcuen. Yes, it will. 

Senator SpaRKMAN. When all of those people are displaced and all 
of those slum areas are cleared out and new buildings are put in and 
new community facilities. It will be interesting to see to what extent 
the present occupants of the property there, residence and business 
properties, will be able to come back in there 

Mr. Mrrenetz. I do not think 

Senator SparkMAN. Unless public housing units are put in that 
area. 

Mr. Mirenet.. That is a very, very important point. In fact, it is 
one of the things I have in my testimony. 

Senator SparkMaAN. Yes. I have finished reading your statement, 
and I notice you bring that up. 

Mr. Mircneti. That there is a great need. It is just foolish, it seems 
to me, to talk about a redevelopment program and then not have any 
place to put the people who are moved out. 

I hesitate to say this, but I believe it would be proved that one of the 
reasons why the statistics are not available in the Housing and Home 
Finance Agency on what has happened to the displaced persons is that 
it would be a story too horrible to tell. Actually, what happens to 
these people is that when the bulldozers being operating and the signs 
go up saying that the neighborhood is going to be condemned, a certain 
element of panic seizes them and they begin looking for places to go. 
They go just about wherever they can get. They might pile in with 
other relatives. They might take houses that are not really up to the 
proper standard and create a slum somewhere else. 

HHFA has never been able to account for what happens to that 
element of the population which is by far the larger group. But even 
with the element that they can account for we still do not have avail- 
able public housing to take care of the people who are going to be 
displaced, and I certainly hope that ; 

Senator Sparkman. I certainly agree with you on that, and I think 
it would be a fine thing if the housing agency would take one of these 
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big developments, one of these big urban renewal projects—for jn. 
stance, they might very well take Southwest Washington—and just 
follow those people and see what happens to them. I think it would 
give us a pretty good picture as to what happens in a case like that 
I agree with you that it is important. 

Mr. Mircne.t. I notice in his testimony the Administrator said that 
they were going to have a study of some sort over in the housing 
agency, after Senator Lehman raised that question, to find out what 
happened. I certainly hope, Senator, that you would just remind 
them or some of your staff people would remind them to bring you 
the results of that study, because I think it would be useful. : 

Senator SparkMAN. We will do it, because I think it is important, 
and I think it is a thing that we do not know enough about. 

My own feeling is, and has been ever since we adopted the Housing 
Act of 1949, that there is not close enough correlation between the slum 
clearance projects and adequate housing being provided to make cer- 
tain that those occupants do not move into other substandard housing 
and create slum conditions as bad as those that they moved out of. 

Mr. Mrrcuez. That is right. 

There will never be any real progress in this field of housing until 
our Government makes up its mind to stop underwriting segregation. 

Mr. Albert Cole, Administrator of the Housing and Home Finance 
Agency, was before your subcommittee recently. I am sure you heard 
him say that the problem of providing housing that would be open to 
members of minority groups was one of the most serious matters con- 
fronting his agency. If you will review his responses to questions 
a ked by Senator Herbert Lehman, you will see that the current effort 
by HHFA to meet this problem can be summed up in four words. 
These are, “Much talk, no results.” 

As long as our chief emphasis is on clearing the slums without mak- 
ing adequate provisions for displaced families, we shall never be able 
to do a real job in eradicating blighted areas. As long as we restrict 
the construction of new public housing, it will be impossible to develop 
long-range plans for making our cities attractive and wholesome. 
Unless we halt the building of new all-white cities under FHA aus- 
pices, we shall soon find that Government housing programs have 
driven an unwholesome wedge between our citizens at a time when we 
most need to be united. 

Our experience shows that the executive branch of Government does 
not intend to act on this problem. We must, therefore, look to the 
Congress for help and we ask that our amendment be written into the 
law. 

There is just one final thing I would like to say. I came here to 
the hearing today from a meeting which was being held up at Vermont 
Avenue Baptist Church. I am not. going to leave this for the record 
but I just want to leave it for you to look over. 

Senator SparkMAN. Al] right. 

Mr. Mircuext. The reason I leave it is this: We have been coming 
down here to Congress trying to get remedies on this housing problem. 
We have gone into court trying to get remedies of one kind or another. 
And so frequently we just end up getting nothing at all. 

That meeting which is being held today is called.a Day of Prayer. 
and it is part of a national observance that colored people are having 
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all around the country in connection with an effort to remind the 
country of the importance of civil rights. 

I left the program only so you could see that they are ministers of 
churches, substantial people, not only colored but white people, peo- 
ple of the Jewish faith as well. As long as our people resort to prayer 
and the law to resolve their differences, I don’t think we have very 
much to worry about. 

But it is very frustrating when again and again we come before 
the Congress and present these problems that we have and we don’t get 
any results. 

So I earnestly hope that recognizing the kind of spirit which that 
meeting exemplifies and the meetings all around the country, recog- 
nizing the spirit in which I have come before the committee to present 
this problem, that as you consider this legislation, you will seriously 
try todo something which will give us a remedy, because we will not get 
it from the Housing and Home Finance Agency. They have been 
fooling around with this problem for a long time, and they have done 
absolutely nothing on it. 

Senator SparKMAN. Thank you very much. 

We have one more witness this afternoon—Mr. Neill Rife, president 
of the Property Owners’ Association of America. 


STATEMENT OF NEILL RIFE, PRESIDENT OF THE PROPERTY 
OWNERS’ ASSOCIATION OF AMERICA, INC., ACCOMPANIED BY 
REV. WALLACE J. MURPHY, TULSA, OKLA. 


Mr. Rive. I could echo the last speaker’s statement. We have come 
here again and again and again and didn’t get anywhere. 

\ good many years ago you remember, under the great Senator 
Maybank, and that is one point I will bring out, we were somewhat 
liquidated from 1940 to 1950, and prior to that for 10 years we got 
pretty well liquidated under the depression days and very, very low 
rents. Then those low rents were frozen. We went into the forties 
and we could not get free from rent control until 1952 or 1952, and 
by that time these housing programs had become so immense and so 
permeating all phases of needs of housing of our country we found 
even though we borrowed money—our reserves were gone—we found 
our market gone. We found our market had gone. The public 

Senator Sparkman. Mr. Rife, just as a matter of interest, you are 
from Ohio? 

Mr. Rrre. Columbus, Ohio; yes, sir. 

Senator SparkMAN. Columbus, Ohio, You did not have any rent 
control as late as that, did you ? 

Mr. Rive. Well, 1953—— 

Senator SpARKMAN. My recollection is we had decontrolled all of 
the areas of the country except New York and Chicago, perhaps Phila- 
delphia. 

Mr. Rire. Well, we thought—— 

Reverend Murpuy. Mr. Chairman, we are representing a national 
organization. When we say “we”—— 

Senator SparkMAN. I see. You are not talking about Ohio? 


Reverend Murrey. When we say “we,” we are representing all our 
members. 
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Senator SparKMAN. My recollection is there were only 3 or 4 areas— 
New York City, Chicago, Philadelphia. In fact, those are the only 
ones I think of. P 

Mr. Rire, Of course, you did decontrol. I think those were called 
critical areas ¢ 

Senator SparkKMAN. Oh, where the defense—yes, that is right. 

Mr. Rire. But Reverend Murphy in 1947 or 1948, around there 
made the suggestion of local option. Senator Bricker though local 
self-government was the thing—he always has stood for that—— 

Senator SPARKMAN. Yes, we wrote that provision in the law. 

Mr. Rive. Yes. 

Reverend Murreuy. Mr. Chairman, I had suggested that in 1947 
to Senator Capehart, and he got quite interested in it, and I believe 
it was 1950 before we ever got it into the law—a local option clause. 
So we are 3 years ahead of you fellows. 

Senator SparkMAn. The people are usually ahead of Congress, 
They ought to be. Congress is supposed to react to the people. 

Reverend Murruy. That is why we try to come down and explain 
our story. 

Senator Sparkman. It is getting late. I wonder if you could place 
your statement in the record in full. 

Mr. Rire. That is right. 

Senator SparKMAN. Just touch the high points and summarize it? 

Mr. Rire. Then we ran up against the one great enemy of our private 
control of our business, the C1O. In every city council where we went. 
I see in their statement they were the ones who had the most com- 
plaints against the housing bill or the housing operation, administra- 
tion, and the high prices of housing. Of course, we ran into the union- 
ization, and our price went up, everything we used, as a result. 

They say 11 percent more for housing in 1955 than 1954. Well, 
didn’t wages go up? And the same way with other matters relating 
to—well, New England. We had a gentleman here, a Senator, who 
says the elderly people, and it just was repeated here, have gone up to 
1814 percent. These economic matters you know have an impact on 
a section like New England, and so everybody went down to Alabama 
and Florida or Georgia, and I meet the young men over the country— 
cutting hair, barbers and whatnot. There is nothing up there for 
them to do. They drove the goose that laid the golden egg, and it’s 

one. 
So I wouldn’t borrow any money. I couldn’t get itback. Icouldn’t 
get it back at the high prices that the CIO wants. You couldn’t give 
them $62.50, let’s say, a month. They can’t afford to pay half of 
that. That is a statement in this long thing. 

Well, I couldn’t put a bath and kitchen mn a one-room apartment. 
I don’t believe in renting to a person for less than a dollar a day and 
maintain it. 

There is one other statement Reverend Murphy will read. Would 
you read that notation you made into the record ? : 

" Reverend Murrny. Mr. Chairman, we are not going to read the 
whole statement. We are just going to touch a few things that have 
come up during the hearings here. : ; : 

Mr. Lehman said the other day he found that juvenile delinquency 
and poor housing go hand in hand. As a minister I beg to differ. 
We have found that juvenile delinquency, the largest part of it comes 
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from broken homes, whether it isa mansion or a slum. If the parents 
are not getting along, that is where we find the juvenile delinquency. 

I am a very active member of the Tulsa Optimists Club. You 
know, of course, the Optimists are known as friends of the boys, and 
we work in these correctional institutions, and we find boys in those 
correctional institutions from all walks of life. If we try to pin down 
housing needs according to the rise in juvenile delinquency, I believe 
Edgar Hoover testified that juvenile delinquency rose in these public 
housing units greater than any other part of the community. 

[ just threw that in there because of the statement that Mr. Lehman 
made that poor housing and juvenile delinquency go hand in hand. 

But we would like to summarize, Mr. Chairman. We know that you 
are pressed for time and you must be weary with all these arguments. 

Mr. Rive. I was going to make one more point about the CIO 
referring to the housing built in the twenties and in the thirties. We 
folks with a little gray hair who lived in the twenties remember about 
that housing boom, it adds up to about 6 million houses, and in the 
vears from 1947 to 1955 about 9 million. But in those days we never 
heard of a trailer home. 

I saw that trailer, Mr. Chairman, and I have seen a lot of them, to 
house several million people. In those days we never heard of 415,000 
public housing units Mr. Slusser mentioned with 20,000 under con- 
struction, and we never had any housing for the military—82,000 
units built. 

We have to give industry credit for that. We never had such a 
thing as a section 608 type of apartment buildings over the country like 
today except in New York that has over 7,000 units and 465,000 apart- 
ments inthem. That adds up to about 3 million. 

Then the tremendous number of conversions that started after 
people crowded in the cities in the early forties. The property owner 
may put in bathrooms, and they put in apartments, and then in 1946 
when the boys came back to go to college I made over a hundred in a 
hurry. It so happened the boys would come and say, “We can’t regis- 
ter if we don’t have a place to live. We have got to go home.” We 
cut a couple rooms in two quickly, and as soon as one tenant moved we 
put in other facilities and increased them. 

I think there are millions of these. Our chief of the building de- 
partment said there were 9,000 houses in Columbus that had been cut 
up. He was talking of illegal converisons. 

It’s fantastic, the amount of housing. I think we will all agree just 
looking at the picture that has been made, that certainly nothing like 
it ever happened for any nation in history, and we shouldn’t depreciate 
the fact of what the people have done for themselves and through this 
committee in that way. 

I think that this statement here will speak for itself. 

Senator SparkMAN. Fine. Thank you very much. We appreciate 
your contribution to these hearings. 

(The prepared statement of Mr. Rife follows :) 


STATEMENT OF NEILL RIFE, PRESIDENT OF THE PROPERTY OWNERS’ ASSOCIATION OF 
America, INC,, BEFORE THE SENATE COMMITTEE ON BANKING AND CURRENCY, 
MARCH 28, 1956 


Mr. Chairman, distinguished members of the committee, my name is Neill Rife, 
of Columbus, Ohio. I am president of, and here to represent, the Property Own- 
ers’ Association of America, Inc. The members are local property owners’ asso- 
ciations in a dozen States. 
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I appreciate the opportunity to appear before you today to discuss b 
some of the proposed housing legislation which is now before this committe 
consideration, including the programs embodied in S. 3302. 

As small rental property owners, we have been viewing with increased cop. 
cern for some years the growing immensity of the Government programs to 
stimulate housing. Government participation started in periods of emergency 
Instead of tapering off, or withdrawing, the programs have multiplied and broaa- 
ened to tremendous proportions. Vacancies in our apartments have increased. 
Houses have come to stand unoccupied in constantly increasing numbers in almost 
all cities. Public housing continues to increase and absorb our tenants to some 
extent. 

All in all, members view with genuine alarm the proportions of the stimulators 
to the housing boom. In college towns, the residence construction on the college 
campus, untaxed, and at the same time subsidized by State and Federal tax funds. 
adds to the competition which the rental owner cannot meet. With the taxes he 
pays, the Government, in turn, destroys his business and profits. 

In 1938, my family had a student rooming house facing the Ohio State Univer- 
sity campus at a point where the university was constructing a men’s dormitory 
with 4 percent money obtained from the State teachers’ retirement fund. As such 
pension funds grow, they are a source of mortgage money for any dormitories 
needed at the 40 institutions of higher learning in Ohio. These funds, from 
similar sources, should be available in all States. Since 1938 the Legislature of 
Ohio has appropriated funds in ever-larger budgets for more and more dormitories. 

The Hoover Commission recommends that the program of loans for college 
housing be dropped (see p. 94, recommendation 15, Senate subcommittee hear- 
ings, May 11, 1955.) 

The $64,000 question is: Why should the Federal Government make such loans 
when it is continuously pressing close to its debt limit of $281 billion ; when there 
is available in the States immense resources and small indebtedness? 

Through the Internal Revenue Department the Federal Government collects 
the sum of $220 million from Franklin County (Columbus) alone, and in 1953, 
from the entire State, $4,489,079,829. 

The State of Indiana can have no debt whatever under the restrictions of its 
constitution and, as a result, it maintains a surplus, probably invested—in part 
at least—in Federal Government bonds (debt). 
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COMPETITION FROM PUBLIC HOUSING PROGRAM 


The Department of Commerce reveals that there are more than 14 million 
families with a median of $2,000 per year in the same income levels as the ap- 
proximately 415,000 families occupying public housing (1,600,000 persons). The 
Federal income-tax liability alone of this 14-million group is in excess of $2 bil- 
lion per year: a burden aggravated by more and more 40-year commitments for 
annual subsidies which come into being every time a new annual contributions 
contract for public housing is executed. Also, it follows that public housing holds 
out a false hope to more than 14 million families in the same income bracket— 
earning less than $4,000 per year—that they, too, are entitled to have a portion 
of their shelter costs subsidized by the Federal Government. Truly, this program 
creates a class of privileged-underprivileged persons. It is ridiculous to think of 
14 million public housing units and, I believe, morally wrong to work the extra 
income-tax liability on the large group to favor the few. 


HOUSING EXPERTS APPEAR TO SEE ONLY THE NARROW FIELD OF SPECIALIZED INTEREST 


The record shows that facts and figures were presented to this committee last 
year and this year by housing officials and authorities with a narrow vision. 
They do not look to see what is happening to the entire housing industry: Trail- 
ers, hotels, furnished and unfurnished apartments and houses, motels, and rooms. 
More comprehensive investigation should be made of the entire industry. The 
small owners are to a large extent unorganized and holding to a faith that our 
great Government would not, and does not intend, to liquidate and hurt them. 
But, gentlemen, your speaker here, representing small property owners, had some 
difficulties in order to be heard before this committee with its rigid schedule of 
witnesses. We hesitate to oppose parts of this legislation sponsored by the dis- 
tinguished Senators we have learned to know and admire so much in this and the 
last decade, but these Government programs are life and death for us, and 
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urpluses have been the sources of the economic troubles for all groups in our 
economy in the past. The provisions of these bills again provide for expanding 
and improving housing, almost exclusively by putting the American people into 
jebt for 90 percent to 100 percent of the cost. Public housing, displaced persons 
housing, college housing, VA and FHA housing, are almost exclusively to be built 
on 100 percent borrowing or subsidy of public tax funds. 


THE OLD COMPETITION—-AND THE NEW 


The 1956 proposed housing legislation will add billions of Government spend- 
ing and lending, and guarantees to create competition for rental-property owners 
of the 48 States. This Government competition is not such as was formerly gen- 
erated in our industry and which brought American housing to the world’s 
highest standard. This Government competition is objectionable and disastrous 
because Such competition is Government-fired, unbeatable, and so much of the cost 
to our Government must be borne as a subsidy and met by the taxpaying rental- 
property owners, who are thus forced to bring about their own liquidation. Actu- 
ily, Government stimulation of housing started in an emergency, as an emer- 
gency program. The administrators of these programs are now asking for 
ermanent status. 

Needless to set forth here, the property owners are convinced that the dis- 
tinguished statesmen on this committee, and your colleagues in Congress, did 
ot intend all the results from the execution of this legislative help to the vet- 
erans and other home buyers. As interested property owners, we witnessed 
the beginning of this legislation in the days of Senator Maybank. We sensed 
‘he incentive to help the veterans in trouble arising from the unintended results 
of the rent-control law we were fighting. The young men were returning from 
war and found themselves “frozen out” of the supply of housing—and slackers 
“frozen in,” secure and smug, under the rent-control law. 

In reading some of the testimony given in recent months before congressional 
subcommittees, it appears that one group holds to a theory that anyone who 
tried to make credit harder to obtain is unpatriotic; and another group who 
profits from lending, feels that everything they have done, and do, is perfectly 
ill right; that a writer who feels slightly pessimistic about the resultant bene- 
fits to this country is a traitor. It all makes us property owners wonder if 
such “thinkers” really know what kind of an economy makes good public-spi- 
rited citizens. And we wonder if they will really be surprised at their economy, 
filled with “debt-ridden castles” sold to the veteran in an overpriced market by 
calloused hypocrites who then, in the manner of the Near East, “fold their tents 
und silently steal away in the night.” How better could bitter and disillusioned 
young people later on be influenced to turn into radicals, ready to listen to any 
kind of a demagog? “Basy money with no curtailment of credit” is the slogan 
of the groups above-referred to. Would these promoters wonder when, here and 
there, a rock-ribbed and loyal steadfast owner of part of this country’s soil, 
when “sold out” on the courthouse steps, wavers in his admiration for the bene- 
fits of the system of private capitalism? 

We would like to know if these programs are to become a permanent part of 
the laws on housing. The horrible example of Government subsidies to agri- 
culture could very logically become part of the housing picture. The trend and 
results, to date, are very discouraging to owners of city rental housing, and 
could very well be disastrous to that new crop of private VA homeowners, “the 
lost generation,” now buying in a high and overpriced market with the impact 
of higher and ever higher State and local taxes. The failure of the agriculture 
program is graphically clear in the falling commodity price levels, all not 
planned that way in the program. Those planners who claim high prices can 
be maintained did not plan the present price level. On March 19, 1956, the 
Senate voted 93 to 2 to bail out the farm program by proposing billions more in 
benefits. This unprecedented existing orgy of unbelievable amounts of obliga- 
tions can only be described as hog-wild. 


LOOSE THINKING ON HOUSING SURPLUS 


In talking recently with a labor leader about this problem, he said to me: 
“Hasn’t the Government bought the farm products? And can’t the Government 
pay for the housing by meeting its guarantees when the buyer is in trouble and 
defaults on the payment of his note?” In our past national history, the record 
shows the Federal Government was very wary on the use of its guarantees and 
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sparing of the amounts of direct and indirect obligations outstanding. @y, 
organization came to this committee each year from 1947 to 1953, to ask the 
Federal Government to refrain from interference with our industry—turn ys 
loose from controls and disastrously low rents. Your answer was “No”—anq 
the reason, that there was an emergency, a lack of housing for everyone, not 
enough roofs to cover all the heads. In 1953, when rent controls ended, it was 
a little too late for a lot of our people. By that time the Federal Government 
had so subsidized our tenants they were moving into their own homes, and ag of 
today, have become our subsidized competitors. Under this mortgage subsidy, 
we have observed instances of a new type of competition that has entered the 
housing market where a man can buy a house with low mortgage payments, liye 
in it 6 months and then rent it while he builds another house, and another— 
built with another guaranteed mortgage and low monthly payments. We must 
make a conventional mortgage to be paid in 8 to 10 years—while our competi- 
tion has a mortgage that runs 25 to 30 years. 


1940-53 
GOVERN MENT IMPOSED HANDICAP OF RENTAL CONTROL COMPETITION WITH NO RESERVES 


It is significant to remind this committee that these small rental operators had 
their reserves wiped out under rent control; that rent control continued long 
after the fighting ended; that in that control period the properties deteriorated 
greatly due to the starvation diet under controls, and from continued use and 
occupation. Thus it was that small owners have entered this cut-throat com- 
petitive market in a crippled condition. Following the end of controls, the rental 
property owner borrowed money, renewed his units for what he believed was a 
stable and long-term market. In recent years, after the expenditure of the funds, 
the owner learned he was too late for his market and his units remained vacant. 
If he took a reduced rental no profit was left after paying expenses and taxes. 


PROSPERITY OR LIQUIDATION—WHICH? 


In retrospect for a moment, and in the vein of thought just set forth, let us 
look at the environment for the small property owner during the last quarter 
of a century: 

In the thirties, there was a great depression for a decade, 1930-40. 

In the forties, rent control was imposed, freezing the still existing depression 
rents (1941-53), while most businesses reflected wartime profits and tenants’ 
incomes skyrocketed. 

In the fifties came the effects of disastrous competition from various Govern- 
ment housing programs instituted as a result of a well advertised “shortage” of 
housing—“an emergency.” Disregarding all the baloney fed out at this time, let 
us bear in mind that in all the fighting years, not a single house was bombed out 
in our own country. 

Adding together the depressions, and the period of controls, plus the present 
disastrous competition by Government housing programs, there is a total of 
more than a quarter of a century of constant liquidation. 

I ask you, gentlemen, why should the experts wonder that obsolescence, slums, 
aging and unrepaired properties seem to be more prevalent and increasing faster 
than ever before? 


HOUSING BOND ISSUES AND TAXES ON LOCAL REALTY 


In addition, subsidies to public housing by the local small-rental property 
owner, and hastening our demise, is the tax increase levied on his property when 
a bond issue is passed for slum-clearance costs. The yearly additional amount 
is more than 50 cents per thousand of valuation for each million dollars of the 
bond issue. Those bonds mean bondage, and money borrowed must be repaid. 
The program also removes taxpaying real estate from the local tax rolls. 


TIME IS RUNNING OUT AND THE GAME WILL BE UP 


Does the Government plan in the future to subsidize the small rental owner for 
his increasing vacancies and idle units in a program similar to that failure, the 
buying of the surplus wheat of the farmer? Or will the owner be left to be 
liquidated—finally starved out of business by his Government? 
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We believe that the members of this committee will not feel we are unreason- 
able in trying to protect our industry, our investments and income, and our 
resulting ability to pay our share of the taxes. 


TAXES AND MORE TAXES IN THE FUTURE DEADLY TO OWNERS ALREADY IN VULNERABLE 
CONDITION 


Rental owners must always keep in mind that the local taxes on every piece 
of real estate constitute a first lien and mortgage on their properties. For some 
time now, one of the most important factors behind the rising bank loans is the 
fact that many corporations and individuals simply cannot pay their high tax 
pills without borrowing money. As I read a daily Treasury statement, the 
Government itself constantly remains very close to its debt limit. It all brings 
up the question as to whether I really “own” a piece of real estate if I am 
assessed 4 or 5 percent a year for the privilege of having the property in my 
name. Without tenants, the owner may as well give the property over to the 
bank or municipality. 


LOSS OF TENANTS: NEW TYPE, BUSTED AND UNSTABLE 


My better class of young tenants have moved into their own FHA or VA homes, 
Government insured, taken on for a ham sandwich down and forever to pay. 
My more recent tenants are the definitely lower third, who have found overtime 
a thing of the past and layoffs common occurrence. They are in debt for what 
they buy and for their automobile and even its operation. They also are squeezed 
to pay the various tax collectors, and meet installment loans and finance company 
payments. If illness, or one garnishee, or a few days’ layoff occurs, there is no 
money available for the rent. All reserves for a bad period are lacking. Our 
public has bought too many luxuries on the cuff and borrowed too much on credit 


to be solvent tenants in an economy with the strange theory that everybody's 
credit is good. 


IMPACT OF UNIONIZATION, RISE IN COSTS, AND LOWER RENTS 


Rental owners have no protected market or prices. We are purely competi- 
tive. However, we buy in a lot of protected markets, products at protected prices. 
In recent years, most services we must buy are unionized and most merchan- 
dise is made by union labor. We sell shelter in a market of unprotected prices 
for rents, subject to the law of supply and demand. Consequently, the rental 
owner is caught in a squeeze heading for lower and lower rents, as well as more 
and more vacancies. Property owners are people whose philosophy cannot be 
to live today, to hell with tomorrow, and are one group who always valued a 
cash reserve, money in the bank, and liquid assets. 

How long does it take for overpowering competition to destroy an industry, 
or part of an industry? In the short course of about 8 years, the so-called “608” 
multifamily projects have begun to meet receivers and referees in bankruptcy. 

Continued Government competition will not leave the small owner in business 
throughout his own generation, His liquidation can be rapid and no longer than 
it takes the lawyers and courts to bring the foreclosure action to its conclusion 
on the sale date. Here is one type of Government-insured housing being wiped 
out by atler and different types of Government-subsidized housing. 

With more new housing than was ever built for any nation in the history of 
the world, and on top of housing which has made us already the best-housed 
nation, the trend of vacancies indicates that private housing is on its way to 
a level of rents below those charged in public low-rent projects. 


SUMMARY 


In conclusion, gentlemen, I would like to point out to you that few of our 
rental owners were under 40 years of age in 1941 when rent controls were im- 
posed. They are 15 years older now. Many of them, possibly the heavy majority, 
are nearer 65—some over. If 60 and over is elderly, these small-property owners 
are elderly people. Through their thrift and industry they had accumulated 
and retained their property. If the one program I read of in these 1956 bills 
for aid to the elderly citizens is timely and logical, then we believe that any sueh 
program will have to be greatly enlarged to make room for the ex-property 
owners. These liquidated properties would have been subjects of inheritance. 
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Ve do not feel that you gentlemen would be proposing a plan accomplishing ¢). 
ms of the theory of Karl Marx, to destroy all inheritances—but liquidation. 
whether via FHA, PHA, Fanny Mae, or via the doctrines of Marx and Engel 
is the same end result. 

There is a gleam of hope in the phenomenal rise in homeownership in America. 
Here is the reason. The 1940 to 1950 census shows a 55-percent increase jy 
owner-occupied dwellings. Since 1950, with the accelerated pace brought about 
by Government loans and guaranties, there has resulted an increase of 6 millio), 
new private homes. But, gentlemen, are these investments safe with the ever. 
increasing tax burdens of local and State governments? A new group of politica) 
conservatives can be forming from this new home-owner group. As property 
owners, we have always believed, as part of our philosophy, that a citizen who 
owns part of America tends to show his more vital interest in his country and 
Government by registering and voting, being no longer migratory, but anchored 
in the community. We believe that this newly forming group will be one of 
political conservatism. They may not have known how much credit they were 
entitled to or what priced houses they could really afford, but now they are not 
apt to be the same “babes in the woods” and will resist ever higher taxes, ever 
more spending and will vote against new and bigger bond issues, money to be 
repaid from real-estate taxes. Certainly after a trip or two to the bank to borrow 
money to pay taxes, the new property owner is a chastened taxpayer. Will they 
be willing to bear the burden of the thing that created them? The pendulum 
swings toward the conservative side. Can we say that the surprise result in the 
recent Minnesota primary is further evidence of the 1952 thinking of the American 


a who grow weary of the theory of “tax, spend and lend, guarantee, and 
elect”? 


Senator  AnEae I am going to place in the record a letter fron 
Mr. B. T. Fitzpatrick and also a copy of a suggested amendment to the 
bill in order that it may be part of the record. 

(The documents coat to follow :) 


ov WasHInNeTON, D. C., Mareh 27, 1956. 
Hon. Joun J. SPARKMAN, 
United States Senate, Washington, D. C. 

Deak SENATOR SPARKMAN: For your consideration, there is enclosed herewith 
a draft of a bill to amend section 213 of the National Housing Act, as amended, 
which, if enacted, could do much to bring the benefits of cooperative housing of 
the management type to many families. 

The draft bill would permit a mortgagor corporation which (as a condition of 
obtaining the mortgage insurance thereby authorized) certifies to the FHA that 
upon completion of the project it intends to sell the project to a housing cooperative 
at the actual cost thereof as certified pursuant to cost certification provisions to 
obtain an insured mortgage in an amount equal to 85 percent of the Federal 
Housing Commissioner’s estimate of the replacement cost of the project. On sale 
of the project to a housing cooperative within 2 years after completion, the hous- 
ing cooperative would be eligible to obtain a 90 to 95 percent insured mortgage. 
as now authorized by section 213, to finance such sale. 

To insure that this provision would not be subject to diversion from its intended 
purpose of assisting in the production of cooperative housing, the draft bill pro- 
vides if any such mortgagor corporation obtains such an insured loan and fails 
to sell the project to a housing cooperative, such mortgagor corporation shall 
thereafter be ineligible for the insurance of any additional mortgage loans under 
section 213. 

The bill also reduces the present requirements of section 213 for veteran mem- 
bership in cooperatives for obtaining 95-percent loans from 65 to 50 percent. 

I understand that there has been some discussion of attempting to accomplish 
somewhat the same result by permitting the initial commitment to be made under 
section 207 and permitting the final insurance to the housing cooperative to be 
issued under section 213. There are two major impediments inherent in any 
such proposal. 

1. The dollar limitations under section 207 are such as would be likely to 
result in production of the type of housing not suitable for sale to housing 
cooperatives, and 

2. Since section 207 is on a valuation basis there would be the same adminis- 
trative difficulties as practically closed down the housing cooperative program 
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under section 213 following the change from a cost basis to a valuation basis in 
1954 and which, because of that experience, the Congress last year changed back 
to a replacement-cost basis. 

I have discussed the draft bill with Mr. Wallace Campbell of the Cooperative 
League and he has authorized me to indicate to you that he is favorable to the 
draft bill. 

I hope that, after you have considered the enclosed draft, you might introduce 
the same so it would be before your subcommittee when you mark up a housing 
bill. 

Sincerely yours, 


B. T. FirzPatrick. 
s.— 


A BILL TO AMEND SECTION 213 OF THE NATIONAL Housine Act, AS AMENDED 


Be it enacted by the Senate and House of Repesentatives of the Uniicd States 
of America in Congress assembled, That section 213 (a) of the National Housing 
Act, as amended, is amended— 

(1) By striking out the word “or” at the end of the paragraph (1) ; 

(2) By inserting the word “or” at the end of paragraph (2) ; 

(3) By adding after paragraph (2) the folowing new paragraph : 

(3) A mortgagor, approved by the Commissioner, which, as a condition of 
obtaining the insurance of a mortgage under this section, has certified to the 
Commissioner that upon completion of the property or project covered by 
such mortgage it intends to sell such property or project to a nonprofit 
corporation or nonprofit trust of the character described in paragraph (1) 
of this subsection at the actual cost of such property or project as certified 
pursuant to seetion 227 of this act and will faithfully and diligently make 
and carry out all reasonable efforts to consummate such sale, and which 
during any period while it holds the mortgaged property or project shall be 
regulated or restricted by the Commissioner as to rents, charges, capital struc- 
ture, rate of return, and methods of operation; and for such purpose the 
Commissioner may make such contracts with, and acquire for not to exceed 
$100 such stock or interest in, any such mortgagor as the Commissioner may 
deem necessary to render effective such restriction or regulation ; such stock 
or interest to be paid for out of the Housing Fund and to be redeemed by 
such mortgagor at par upon the sale of such property or project to such 
nonprofit corporation or nonprofit trust; and 

(4) By adding “referred to in paragraphs (1) and (2) of this subsection” after 
“which corporations or trusts.” 

Sec. 2. Section 213 (b) (2) of such act is amended— 

(1) By striking out the figure “65” in the first proviso and inserting in lieu 
thereof the figure “50” ; and 

(2) By inserting immediately after “$8,900” at the end of the second proviso 
a semicolon and the following: “except that the Commissioner may, by regula- 
tion, increase any of the foregoing limits contained in this paragraph by not 
to exceed $1,000 per room in any geographical area where he finds that cost 
levels so require: Provided further, That in the case of a mortgagor of the 
character described in paragraph (3) of subsection (a) the mortgage shall 
involve a principal obligation in an amount not to exceed 85 per centum of 
the amount which the Commissioner estimates will be the replacement cost 
of the property or project when the proposed physical improvements are com- 
pleted: Provided further, That upon the sale of a property or project by 
mortgagor of the character described in paragraph (3) of subsection (a) to x 
nonprofit corporation or trust within two years after the completion of sucn 
property or project the mortgage given to finance such sale shall involve a prin- 
cipal obligation in an amount not to exceed the maximum amount computed in 
accordance with this subsection without regard to the preceding proviso.” 

Sec. 3. Section 213 of such Act is further amended by adding at the end 
thereof the following subsection : 

“(h) In the event that a mortgagor of the character described in paragraph 
(3) of subsection (a) obtains an insured mortgage loan pursuant to this section 
and fails to sell the property or project covered by such mortgage to a nonprofit 
housing corporation or nonprofit housing trust of the character described in 
paragraph (1) of subsection (a) hereof, such mortgagor shall thereafter be 


ee for insurance of any additional mortgage loans pursuant to this 
section.” 
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Sec. 4. Paragraph (a) of section 227 of such Act is amended by inserting after 
“subsection (a) thereof” the following: “or with respect to any property or 
project of a mortgagor of the character described in paragraph (3) of subsection 


(a) thereof.” 

Senator Sparkman. The subcommittee stands in recess until ten 
o'clock tomorrow morning. 

(Whereupon, at 4:30 p. m., the subcommittee recessed to reconvene 


at 10 a. m., Thursday, March 29, 1956, in room 301, Senate Office 
Building.) 
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THURSDAY, MARCH 29, 1956 


Untirep States Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Hovusine, 
Washington, D.C. 

The subcommittee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:05 a. m., Senator John Sparkman (chairman of the 
subcommittee) presiding. 

Present : Senators Sparkman and Capehart. 

Senator SparKMAN. Let the subcommittee come to order, please. 

Our first witness is Mr. Joseph Haverstick, the president of the 
National Association of Home Builders. 

Mr. Haverstick, will you come around? I believe Mr. Tom Coogan 
is to be with you. 


STATEMENTS OF JOSEPH B. HAVERSTICK, PRESIDENT; THOMAS P. 
COOGAN, PAST PRESIDENT; AND HERBERT S. COLTON, GENERAL 
COUNSEL, NATIONAL ASSOCIATION OF HOME BUILDERS 


Mr. Haversrick. That is right, and Mr. Colton. 

Senator SparkMAN. All right. 

Mr. Haverstick. Mr. Chairman and members of the committee, my 
name is Joseph B. Haverstick, and I am an active home builder from 
Dayton, Ohio. 1am happy to appear here as president of the National 
Association of Home Builders, and I wish to express our appreciation 
to the committee for this opportunity to testify. 

I have with me this morning Mr. Thomas P. Coogan, a past presi- 
dent of the national association, and Mr. Herbert S. Colton, our gen- 
eral counsel. 

As you know, the National Association of Home Builders is a trade 
association and the sole spokesman for the home building industry. It 
is composed of some 250 affiliated local and State associations in all 
parts of the country. Our membership now totals close to 37,000, 

It is not possible to cover in detail all the important legislation this 
committee now has under consideration. Therefore, I shall attempt 
merely to present the position of the home building industry on some 
of the more important proposals before you, beginning with the pro- 
posed housing amendments of 1956. 

Briefly stated, our position on that bill is that— 

1. We support, as essential to continue home production, the pro- 
posed increase in FHA’s general mortgage insurance authorization. 

2. We believe, also, that liberalization of the FHA title I home im- 
provement program is necessary to meet the need for financing mod- 
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ernization and repair. We support the increase in loan amount and 
term, but feel that the 5-year term should be provided by statute rath. 
er than left to the discretion of the Commissioner. An increased term 
is vital if the average borrower is to benefit from the increased maxi- 
mum loan. 

3. We generally support the provision to permit persons age 60 
or over to obtain the FHA required downpayment from third persons, 

4. If it is found necessary to provide special stimulation for hous. 
ing for elderly persons, we do not object to the amendments to provide 
more favorable terms for FHA rental housing insurance. However, 
we do not believe such loans should be confined to nonprofit organiza- 
tions. This committee, in its recommendations for housing legisla- 
tion in the past, has amply shown its belief in a “profit and loss 
economy” as a basic incentive to progress in housing as in other fields 
of American business. The proposed terms should be available to 
such sponsors for profit as agree to meet conditions prescribed for the 
use of these provisions. 

5. The provisions in S. 3302 which would make incontestable the 
cost. certification required in FHA rental projects and which would 
specifically permit inclusion of general overhead items would improve 
this provision. We suggest, however, that FHA should be required 
either to approve the certification within a reasonable period or to 
object in writing to specific items. - Also, cost certification on the 
rehabilitation of existing construction is, in our opinion, so compli- 
cated as to be completely unworkable. We believe it should be elimi- 
nated entirely. 

6. With respect to urban renewal, we believe the amendments in 
S. 3302 may help in removing some of the impediments to the adequate 
functioning of this highly important program. 

7. We believe the proposals to amend FHA’s section 221 will be 
helpful in removing some of the obstacles to the functioning of that 
section as originally envisioned. In addition, we believe homes built 
under this section should not be restricted to families from urban- 
renewal areas but should be available to assist in housing all families 
of low income where the need exists, with priority to families from 
renewal areas. A suggested amendment to this effect is attached to my 
testimony. 

In the legislation before you, other proposals are made with respect 
to (a) military housing, (6) increasing the adequacy of the supply 
of residential mortgage money, by amendments to FNMA or by other 
means, and (c) public housing. I believe it advisable to set forth our 
position on these subjects at some length. 


MILITARY HOUSING 


We support S. 3309, introduced by Senator Capehart, to perfect the 
enactment of 1955 which substituted a completely new title VIIT in 
the National Housing Act. 

Like all Americans, we believe that the necessities of our national 
defense have overriding priority over any other considerations. More- 
over, as builders we are keenly aware of the continuing problem of 
providing adequate housing for military installations. However, 
there are two aspects of this problem which we believe urgently need 
further study : 
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First, it must be realized that the size and location of military proj- 
ects under title VIII are now to be determined solely by the Defense 
Department. , 

None of the effective checks which normally would tend to restrict 
their size applies to projects under title VIII as now in effect. If 
financed out of appropriated funds, the proper committees of this 
Congress would of course require that the military prove necessity for 
each project. If they were aimed at meeting a normal housing need 
through privately planned and financed projects, lenders and FHA 
would have criteria against which to judge the size and location of 
projects. Under title VIII, neither is the case. 

We suggest that you consider incorporating provisions to avoid the 
danger of overprograming which, of course, if it occurs, would tend 
to discredit this necessary program and to affect seriously the economy 
of the areas involved. This might be done by requiring, as a condition 
of precedent to Defense Department approval, review and appraisal 
by a special committee of three civilians to be established for that 
purpose within the Defense Department or presentation of all the 
circumstances either to a subcommittee of this committee or of the 
Armed Services Committee in much the same fashion as would be 
required of a publicly financed project. In any event, provision 
should be made for hearing whatever evidence local groups may want 
to present as to the impact of military housing on the economy of a 
community. 

Secondly, existing title VIII projects constructed under the provi- 
sions of this title prior to the substituted title of 1955 do not enjoy 
the provisions of the new act and therefore cannot compete wi'h 
projects under the new act. Care must be taken to ete the 
military’s programing of new projects with the occupancy experience 
of existing projects. 

Senator Sparkman. Would you rather go straight through, or is 
it all right to break in at whatever point 

Mr. Haverstick. Whatever is your pleasure. 

Senator SpARKMAN. Senator Capehart wanted to ask you a ques- 
tion there. 

Senator Carpuart. Are you serious about having this matter 
handled by committees of the Congress ? 

Mr. Haverstick. Well, we certainly are. We feel that some pro- 
vision should be made to review or an opportunity of review given to 
folks in an area where these projects are programed. 

Senator Capenmart. You really want to set up a precedent now, do 
you, of having titles in the Housing Act passed upon by committees 
of Congress? If you do, we will really put them in. 

Mr. Haverstick. I think that past experience in housing of this na- 
ture has had some control over it. 

Senator CapeHart. I mean what is the difference between this and 
public housing ? 

Mr. Haversricx. Well, I think that there are some differences, of 
course. I do not think they are too far apart in some respects. 
mean it is providing housing in a public sense. 

Senator Careuart. I am a little bit surprised at you gentlemen. I 
do not know about you, because I have not read your statement, yet, 
but I have read the statement yesterday of the real estate board. ey 
were asking that this bill be liberalized in practically every respect 
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except two. One was public housing, and the other was military hovs. 
ing. Iam a little bit surprised that you gentlemen are throwing stone 
blocks in the way of the boys who are going into the military with their 
wives and families, throwing stone blocks in the way of their gettin» 
a decent house to live in. Iam justa little bit surprised. . 

Mr. Haversticx. I do not think, Senator Capehart, we have any 
intention of stalling this program in any way,shape or form. We say 
in our statement in the very beginning that we approve your program, 

Senator Caprmart. Oh, yes, you say you approve, and then you turn 
right around and immediately throw stone blocks in its road. 

Mr. Haverstick. I am a home builder—— 

Senator Carenart. In other words, let me say it was never the 
intention that they would ever build one single unit any place that 
would interfere with a single existing house. 

Mr. Haversticx. I am sure—— 

Senator Carrnart. Only to build houses for the military. 

Mr. Haversticx. I am sure, Senator, that that is correct. 

Senator Carenartr. Yet you want us to write into this legislation 
rules and regulations governing that, which do not govern any other 
title of the act. 

Mr. Haverstick. I wonder perhaps if 

Senator Carenart. You want 95 percent, 100 percent guarantees 
on your mortgages. You want longer terms. And this committee 
and this Congress have given them to you. But when it comes to 
building a decent house for a boy who is giving his life in the military, 
then you proceed to want to throw stone blocks in the way and slow it 
up and hold it up. 

Never before in the history of this committee has anyone recom- 
mended that we take over the responsibilities of the executive. We 
can do it, but IT don’t see how it is going to work, and that is why I 
ask you if you are really serious about it. 

Mr. Haverstick. We have suggested several methods in our testi- 
mony where it might be handled. I wonder if I could ask you to 
listen to Mr. Coogan a moment on this subject? He was assistant to 
the Secretary of Defense in charge of military housing some time 
ago, and he is very conversant on the subject. 

Senator Capenart. Let me ask you: What is the matter with the 
present procedure where FHA has to approve it? The Defense Es- 
tablishment has to approve it. The law is specific that they cannot 
do it if it is going to interfere with the economy. 

Mr. Haversticx. I think the pressure that is on FHA is too great 
in this particular—— 

Senator Cargenarr. What do you mean the pressure is too great? 

Mr. Haversricx, Well, the pressure of the military I think is 
greater than the position of FHA in this particular legislation. Nor- 
man Mason, the Administrator of FHA, J understand. was before this 
committee, and his position was one in which he said he felt this was 
a military housing program. 

I am of the opinion that Mr. Mason is not so interested in admin- 
istrating the program, from his remarks. I draw that conelusion 
from his remarks. And if that is the ease, then I feel that FHA is 
in a very weak position in this particular instance. 

Senator Sparkman. I wonder if I may offer a suggestion ? 

Senator Carenart. I don’t know why they are in a weak position. 
The law specifically requires them to approve it. 
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Mr. Haverstick. Yes, but the military still can go on 

Senator SparKMAN. They can be overridden. 

Senator Carrnart. They can, but then the military has got to ac- 
cept the financial! responsibility. 

Mr. Haversrick. Senator, I live in Dayton, Ohio, and there is a 
very large military base there, and I have had a lot of experience in 
military housing, Wherry housing. There were 2,000 units built there, 
that came into the market just all at once, very suddenly. I never 
saw a community upset so badly for at least a period of 8 months until 
such a time as the community could absorb all of that added housing. 

Senator CaprHarr. I don’t think there is any question about it. 
But I don’t know that anybody’s life is apart any more than a boy 
who is called into service for 3 years, do you? 

Mr. Haverstick. No, sir, I certainly agree that is true. 

Senator Carenart. He certainly goes in against his best wishes. 
Certainly when he takes his wife he ought to have a decent place to 
live in. 

Mr. Haverstrick. We are not asking to delay the program in any 
way at all. 

Senator Capenarr. Don’t tell me you are not asking to delay it. 
You are asking to delay it by the very recommendations you make 
here, inmy opinion. That is a matter of opinion. 

Mr. Haverstick. Well, I think that I am concerned and inter- 
ested 

Senator Capenart. I want to be perfectly frank and tell you that 
I see a concerted effort to kill military housing or to kill getting de- 
cent housing for the services. 

Mr. Haverstick. Well, that is certainly not our intention. 

Senator Carenart. I shall fight it, and I hope others will too, be- 
cause we have repeatedly favored it, have tried to write into the law. 
There have only been two projects approved, I think. I think it is 2 
or 3 or 4. Not more than that. Before they even get it working, get 
it under way and get it started, you fellows start throwing stone blocks 
in its way. 

Mr. Haversricx. Well, the military in many instances in past his-. 
tory has done an overprograming job and other agencies of Gov- 
ernment who have built projects—particularly in the atomic energy 
operation. 

Senator Carpruarr. I think that is correct. 

Mr. Haversticx. They have overbuilt communities. One in Ohio, 
one in Kentueky, and one in Georgia, which I am familiar with. 

Senator Capenarr. Yes. 

Mr. Haversticx. This is not exactly unlike that same condition, 

Senator SparKMAN. Let me offer this suggestion: I think there is 
a difference. That was title IX housing. Then we had the Wherry 
housing. We rewrote the law last year in title VIII trying to profit 
from the experiences that we have had. Of course, title VIII really 
has not had 2 chance to prove itself yet. We did try to put some safe- 
guards in it with reference to FHA. You may have seen a statement 
that T put out not so long ago—— 

Mr, Haverstick. We did see it. 

_ Senator Sparkman. It was mildly critical of FHA for not being a 
little more aggressive in it. We did write into the law that there had 
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to be consultation between the Secretary of Defense and the Commis- 
sioner of FHA to ascertain the need and that if the Commissioner 
differs with the Secretary as to the economic need for the housing, then 
the Defense Department must guarantee the FHA against it. 

Let me say this: I just cannot believe that you have thought through 
the full implications of your recommendation that it be referred to 
congressional committees for approval, because, as Senator Capehart 
says, that is setting quite a precedent for housing built under insured- 
mortgage plans. 

If it were appropriated funds, I think it would be a different propo- 
sition. But I do not believe you want the housing program subjected 


to that kind of control, and I hope you will think that through more 
carefully. 


Mr. Haverstick. I am not 

Senator SparKMAN. I am not in favor of it, and I think it would be 
a very bad precedent to set. 

Mr. Haverstick. We do not say that the Congress should be neces- 
sarily the person or the group to review. We have offered another 
suggestion of a three-man civilian committee—which has precedents. 
Such a committee did exist in the military some several years back 
that did review these projects. We have suggested that method as a 
possibility. 

And then we leave also open 

Senator SparKMAN. The Armed Services Committees now review 
certain construction projects, practically every construction project 
built with appropriated funds. But here we are dealing in the field 
of insured-mortgage housing. 

Mr. Haverstick. Not exactly, [don’t believe. It is a little bit differ- 
ent than what normally we consider a mortgage-finance method, one 
that builders use as a general thing. It is somewhat different. 

Senator Sparkman. It is different. It is different just like title II 
housing is different from housing in some of the other titles. 

Mr. Haverstick. I donot think that—— 

Senator SparKMAN. It comes in the same field. Like the difference 
between sections 203 and 213, and sections 220 and 221, all in the in- 
sured field, and yet each one differs from the other. 

If you were at the hearings last year, you may recall that I raised 
questions regarding this type of housing. As a matter of fact, I felt 
that strictly military housing would be better built with appropriated 
funds. But it was the overwhelming opinion of the witnesses con- 
cerned with this type of housing and of the committee that this insured 
plan was the better, and we went along with it. 

We did try to write safeguards in to bring the experience of other 
housing programs into play. 

Mr. Haverstick. Well, naturally, we—— 

Senator Sparkman. I just do not believe the recommendation to 
refer it to a committee is a good recommendation. I hope you will 
think through the implications of that. 

Mr. Haverstick. I would like Mr, Coogan to make a statement. 

Senator Carenart. Let me ask you what is it you are afraid of! 
What is it you are afraid of ? 

Senator SparKMAN. I know what itis. He is afraid of overbuilding. 
We have some such areas in the country now. We put outa little report 
on it recently that does show overbuilding, particularly with Title IX. 
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Senator CapgHart. What do you mean by overbuilding ? 

Senator SpaRKMAN. In some areas. 

Senator Capeuart. Are you fearful that under this title they will 
build some houses some place where the defense establishment does 
not need them ? 

Mr. Haverstick. I think they can build housing where it will upset 
the economy of the community to such an extent 

Senator Cirenarr. How? 

Mr. Haverstick. By overbuilding. The overbuilding does not hurt 
just the builder. The overbuilding hurts business generally in an 
area. When you have a condition of a depressed market in real estate, 
vou have an effect upon the entire economy of the community. 

* Senator Capenart. But they are only building these houses to be 
occupied by the men in the military. 

Mr. Haverstick. That is true, but at the same time 

Senator Careuart. Not civilians. 

Mr. Haversticx. They can overprogram, and they are going to pull 
these people out of presently existing housing in the area in many 


instances, and therefore it will have its effect upon the economy of the 
community. 


Senator SparKMAN. Well, I think 

Senator Caprnart. You mean they are going to take them out of a 
lot of undesirable places and put them in a decent place? That is 
what it amounts to in many places, and in other places that is not true. 

Mr. Haverstick. That could be true. I won’t argue the point. I 
think that may be true in instances. But in many very stable and 
sound communities there is adequate housing to handle the people in 
the military. 

And further—I find this from personal experience—many folks in 
the military prefer to not be segregated from the other folks in the 
community. They like their children to go to the public schools that 
are in an area so that their children have an opportunity to mingle 
with the community at a general level. And many of these people 
have proved to be fine civic leaders in our community in Dayton, Ohio 
in helping in community affairs, and we find that it is very desirable. 

I mean this is simply an observation, but it proves, to a degree, a 
point. 


_ Senator Carenart. Do you question the need for this sort of hous- 
ing ¢ 

Mr. Haversticx. I have no knowledge of how serious the need may 
be for this housing in all parts of the country. And if the military can 
operate on a better basis by having these people here on the base, 
certainly we have no objection to that sort of a housing program. We 
are only concerned that it is handled intelligently, that we do not have 
overbuilding. That is our only concern, and that is one simple point. 

We will cooperate and work with the military. 

Senator SparkMAN. Mr. Haverstick, let me go back to this point: 

e 


You have not seen any overbuilding under title VIII, the new title 
VIII that we wrote last year. 


Mr. Haverstick. I think it is too early. 


Senator Sparkman. There has been only one project let so far. 
Mr. Haverstick. It is tooearly. 
Senater Carriart. If there is—— 
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Senator SparKMAN. Wait. Let me develop this thought. 

Senator Capeuart. I’m sorry. 

Senator SparRKMAN. So it seems to me that what you are doing is 
bringing up something that is relevant only so far as title IX housing 
and some Wherry housing is concerned. 

Mr. Haverstick. That is correct. 

Senator SPARKMAN. It is true we do have some overbuilt areas. We 
showed that in a little report we put out recently. Down in the 
Waverly, Ohio, area. 

Mr. Haverstick. Yes. 

Senator SparKMAN. Out in the Hanford, Wash., area. Down in 
Paducah, Ky. 

Mr. Haverstick. Paducah, Ky. 

Senator SparkMAN. But remember all of that housing was built 
before the new title VIII was written im last year. We did try in 
that to write in safeguards which we believe will have a protective 
influence for the community. 

My own feeling is that certainly we ought to let it run for a while 
and see how it works out. 

Mr. Haverstickx. Well, I think, Senator, the military had some- 
thing to do with the programing of these things you speak of, and | 
do not think their record has been particularly outstanding in relation 
to overbuilding, and that is one of the reasons why we are concerned. 

Senator SparKMAN. That is the reason we put the safeguards in 
last year, which you must admit are considerably stronger than under 
even the Wherry housing or title IX housing. That is, that first there 
has to be consultation to take advantage of the experience that has been 
gained in housing, consultation with the Commissioner. And second 
that if the Commissioner says the economic needs, the normal needs 
of the community do not call for this housing, then the military must 
guarantee every dollar. So it becomes then a question of going into 
their appropriated funds. 

Mr. Haversrick. Senator, you will find we will cooperate with the 
military in this housing program. 

Senator SparKMAN. I know that. 

Mr. Haverstick. Our only concern is just so we do not overbuild and 
upset the economic conditions of many local communities. 

Senator SpPaRKMAN. We have the same concern. 

Mr. Haversticx. Well, that is fine—— 

Senator SparKMAN. We tried to safeguard against it. 

Mr. Haverstick. I think that is fine. I think we will be able to 
work it out. 

Senator Carrnarr. My objection, of course, is there is only one 
project that has been approved so there cannot possibly be over- 
building. Yet you are complaining about this matter and offering 
suggestions here that I think would be very, very bad provisions in 
the housing bill. 

I do not want to see any stones thrown in the way of getting good 
military housing for our military personnel. 

Mr. Coogan. Senator, I would like to answer that question. I do 
not think anybody wants to see the military personnel denied housing. 
But in this new act some of the safeguards have been removed. It is 
really not a part of FHA, Senator Sparkman, because the people who 
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are buying your mortgages are relying entirely now on the guaranty of 
the Defense Department. You can take the FHA insurance and throw 
it out the window. They will tell you that in so many words. They 
are treating these mortgages as bonds, as Government bonds, because 
they have the guaranty of the Defense Department. And, having that 
in there, the FHA feel they are being relegated to a subordinate posi- 
tion. They do not work value. They do not have an active part in 
the determination of the need. They are overruled 

Senator CaPpeHartT. Waita minute. Excuse mea minute. Have you 
been authorized to make those statements by FHA that they have no 
interest in this matter, that they do not pay any attention to it? 

Mr. Cooean. I am not authorized to speak for FHA. I speak from 
experience in the field, Senator. 

Senator Carprnart. You just made the statement they are being 
derelict in their duty in respect to this matter and are not following the 
law. Let me read the law: 

After consultation with the Commissioner shall have determined that adequate 
housing is not available for such personnel at reasonable rentals within a reason- 
able commuting distance of the installation. 

Mr. Coogan. Well, in actual practice 

Senator Capenart. Are you charging them with 

Mr. Coogan. I am not charging them with anything. I am citing 
the conditions, Senator. In actual practice where that housing is 
being programed, the FHA is immediately withdrawing in many 
areas—they are withdrawing all additional commitments in that 
area—because they feel it is being overbuilt. In your bill, your hous- 
ing: 

Senator Carrnart. Wait a minute. 

Mr. Coogan. In your bill 

Senator Carenart. What do vou mean they are withdrawing com- 
mitments ¢ 

Mr. Coocan. They are refusing to issue commitments in that area 
until they see what happens to the military housing. 

Senator CaprHarr. You mean to private enterprisers to build 
houses ? 

Mr. Coocan. That is right. 

Senator Carpenart. Can you give us some examples of that ? 

Mr. Coocan. In Homestead, Fla. 

Senator Carenart. Homestead, Fla. ? 

Mr. Coogan, That is right. 

Senator Carpenart. Others? 

Mr. Cooean. Well, the programing is coming along so slowly that I 
cannot keep track of it, but I am sure it is true. I have the reports. _ 

Senator Caprnart. Let’s take Homestead, Fla. What is the popu- 
lation of Homestead, Fla. ? 

Mr. Coogan. I venture about thirty, forty thousand. 

Senator Capenart. Are you sure it is that high ? 

Mr. Coogan. Iam not sure. I am answering off the cuff. 

Senator Carenart. Is that where the new missile plant is going? 

Mr. Coogan. No, it is an airbase. 

Senator Carenarr. It is an airbase? 

Mr. Coogan. Yes. 

Senator Carenart. That isone. Have you others? 

Mr. Cooean. No, but 
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Senator Carenart. I would like to get into them. 

Mr. Coogan. I am sure I can get others, because I find that attitude 
permeating the whole building field and the FHA. 

You see, up until now in the housing you were building under title 
IX and title VIII, the ocewpancy was optional. This housing is in 
lieu of quarters. And military personnel are assigned to these quar- 
ters. And in many of these bases you are providing houses for the 
officer personnel and the top 3 enlisted grades, and the lower 3 en- 
listed grades also bring their wives and families to the area, By over- 
building for the top grades and FHA and investors restricting their 
investments in other types of housing, no housing to satisfy the lowe: 
3 grades can be built by private enterprise who wish to satisfy the need. 

Senator Capenartr. You can’t talk about overbuilding when they 
have not built anything. They have not built one. There has not 
even been one completed. 

Mr. Coocan. I am talking about the effect of the programing, Sena- 
tor. Meanwhile, the bases are building up, the people are integrating 
into the community, and they are happy. 

I served in the Defense Department for this specific purpose. I find 
that the Defense Department and the various services are as willing to 
overprogram housing as they are to buy hamburgers. And always 
their figure is on the optimistic side. Their so-called numbers game 
is always to make it high for fear they may be cut down. 

I think that Mr. Haverstick has an excellent point. We found in 
the Defense Department that a great many of the personnel at bases 
preferred to live in housing of their own choosing in some areas. 

We do not want to throw any blocks in the away of providing houses 
at small bases out in the desert and other places where no housing is 
available. Certainly we want everybody to be adequately housed. But 
we don’t think there is any harm in having a review committee where 
the community can have a chance to be heard as to the facts and the 
numbers and nake the military service justify the numbers. 

You have even removed the requirement that it be a permanent base. 

Senator Carpenart. Do you feel the same way about public housing! 

Mr. Coocan. I am not talking about public housing. 

Senator Carenarr. What’s the matter? You are representing the 
Home Builders Association ; are you not ? 

Mr. Coocan. That is right. I am talking on military housing. 

Senator Carenart. Yes, but Iam asking you would you recommend 
the same thing on public housing. Would you recommend the same 
thing on the titles that have to do with rental housing ? 

Mr. Coogan. Yes, I think it would be a good thing on public housing 
to have a review committee on the allocation. 

Senator CapeHart. Have them all reviewed either by a special com- 
mittee to see whether there was a need for public housing. 

Mr. Coocan. If Government funds were being spent, yes. 

Senator Capenartr. Or need for rental housing ! 

Mr. Coocan. Yes. On Government funds, sure. 

Senator Capenart. They are all Government funds; are they not ! 
They are all guaranteed by FHA. 

Mr. Coogan. A guaranty is not using Government funds. Here 
you are essentially using Government funds because you are taking 
the military man’s housing allowance and assigning funds for the 





HOUSING AMENDMENTS OF 1956 683 


repayment of these mortgages. It is essentially Government funds. 
Whereas FHA is using private funds, 

Senator Capgrnartr. You can throw stone blocks if you want to 
but 7 
Mr. Coogan. I am not throwing stone blocks. I want fair 
Senator Careuarr. In the way of these boys who are drafted into 
service for 3 years or 2 years and are ae and take their families 
and are transferred from spot to spot. I think that defense of this 
Nation is very, very important, and I think that the welfare of these 
men is very, Very important. We have lots of testimony it is costing 
us a billion dollars a year because the men get out of the service be- 
cause they do not have satisfactory housing quarters. 

Mr, Coogan. You do not think a review committee would deny the 
men the housing they actually need ; do you? 

Senator Carenart. I don’t know whether it would. 

Mr. Coogan. I do not think it would. 

Mr. Haverstick. Certainly we do not want to— 

Senator Capenart. I do not say it would. The thing that amazes 
me is before there is a single house built under this program, before 
there is anything accomplished, before you know whether it is good 
or bad, you gentlemen come in here, as did the real-estate board yester- 
day, and you start asking us to write into this bill that this committee 
and the House committee pass upon all these projects. 

Mr. Coogan. We have seen the way the Defense Department pro- 


vrams its needs, and we do not like the way this is set up. 
Senator Capenartr. You see what 


Mr. Coogan, We have seen in the past the way the military services 


program and evaluate their needs. 

Senator Carenart. I have seen a lot of overbuilding on the part 
of builders many, many times. 

Mr. Coogan. An awful lot of it, because—— 

Senator Cargenart. A lot of overbuilding on rental building. 

Mr. Coogan. Certainly, but that is on a private venture. But we 
have had the military services program housing and have it built and 
then find it was not needed. 

Senator Carenart. Well, you can take that position if you want to. 

Senator SparKMAN. Suppose we move on. 

Senator Carrnart. It seems to be great sport here to beat the brains 
out of the military, the very people that defend and protect us. 

Mr. Haversticx. We are certainly interested in seeing these people 
have housing too. 

Senator Careuartr. It seems to be a bp hunting ground to con- 
demn and complain about the Defense Esta iii 

Senator Sparkman. All right, Mr. Haverstick. Suppose you go 
ahead. 

Mr. Haversticx. Adequacy of mortgage money. As this commit- 
tee may recall, for some years this association has advocated an ade- 
quate central mortgage facility as the basic requirement to develop- 
ing an adequate stable supply of mortgage money for residential con- 
struction. We believe that this is vitally important to the welfare of 
the Nation as a whole, both socially and economically. Such a device 
is necessary to place mortgage financing on a par with other forms of 
investment in attracting capital. 
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When the law under which the present Federal National Mortgage 
Association operates was under consideration by the Congress, we 
pointed out that it was aimed in the right direction but required cer- 
tain amendments if it were to be fully effective. Certainly, the short- 
age of funds for mortgage investment and the consequent serious weak- 
ness in the prices offered by lenders since last summer have again 
focused attention on this inadequacy in the Nation’s housing credit 
facilities. 

I have asked Mr. Thomas P. Coogan, a former president of this 
association, to join me in presenting our ideas for what has been 
described as a “face-lifting” of FNMA. Before asking Mr. Coogan to 
give you the details of this proposal, I would like to say that we en- 
vision an operation based entirely on funds obtained in the private 
money market and directed toward influencing a sound market at 
relatively stable prices—not necessarily at par. 

In our opinion, the term “stabilization” includes not only stimula- 
tion of the flow of mortgage money when credit is overly tight, but— 
equally important—it includes also the checking of excessive credit 
at those times when there is an oversupply of mortgage funds. 

To us, the function of FNMA in mortgage credit is roughly com- 
parable to that of Federal Reserve in commercial credit. Its pur- 
pose is to assist private enterprise, to open new channels and fields 
of opportunity for private mortgage lenders. To some limited ex- 
tent its operations have accomplished this to date. We think that 
with the perfecting amendments Mr. Coogan will describe, it can 
accomplish this goal to an even greater degree. 

Senator SparkMAn. All right, Mr. Coogan. 

Mr. Coogan. Mr. Chairman and members of the committee, my 
name is Thomas P. Coogan. I have been a builder for many years. 
In addition to my building interests, I have for the past 6 years acted 
as president of Housing Securities, Inc., which I believe some of you 
know is a sort of national mortgage clearinghouse established by 
some 100 builders and acting as a private corporation to improve the 
distribution of mortgage funds. 

In my opinion, the mortgage problems of 1956 principally stem 
from the extremely easy money situation of 1954 and early 1955 which 
led to some overbuilding and excessive terms such as the negative no 
downpayment, as well as an extensive use of 30-year terms. We feel 
that FNMA should have the power and authority to moderate such 
excesses in the availability of credit as well as to prevent sharp con- 
tradictions in long-term money supply. 

We currently have a situation in which the availability of money 
has been the controlling factor in housing construction and the needs 
of the home buyer and the social and long-term economic conse- 
quences have been entirely ignored. 

The continuing high level of home building has been forced to 
contend with many policy changes by Government, resulting in rapid 
fluctuations in the supply of long-term credit available for mortgages. 
There has been an unwillingness to recognize the specialized type of 
investor willing to invest in mortgages, the narrowness of this spe- 
¢ialized field and their sensitivity to changes in the money market. 


The present FNMA not only fails to improve this situation but tends 
to aggravate it. 
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Many serious situations have been overlooked in the recent 2 years 
of easy money and expanded credit. Some of them are (1) the com- 
plete lack of a market for mortgages from small communities or rural 
areas; (2) the lack of mortgage money for minority group housing; 
(3) the difficulty in marketing mortgages for low-cost houses; and 
(4) an almost complete stoppage of rental and cooperative housing. 

In addition, FNMA has been reduced to an agency more intent on 
building its capital structure than stabilizing the mortgage market. 
Its present operations are such that builders and bankers cannot rely 
on its buying policy or predicate their activities on its future avail- 
ability. 

It has been a parasite exacting a heavy toll in the housing industry. 
Its buying policy has depressed the mortgage market and continues 
to maintain huge discounts. It forces builders to invest in stock they 
do not want and must sell at a loss in addition to paying acquisition 
fee. 

Perhaps even more fundamental is the fact that FNMA under pres- 
ent legislation must discriminate openly and I might say shamefully 
against the very types and kinds of housing in which the Congress 
has repeatedly shown the greatest interest. Today the only outlet for 
mortgages on homes for minority groups, low-income groups, and in 
small communities is through FNMA. Also with respect to rental 
housing, cooperative housing, and urban renewal, an effectively func- 
tioning FNMA will be essential as an introductory device for these 
mortgages. At the present time, however, I would add that this is 
not an FNMA problem because FHA’s approach to insurance of 
mortgages in the rental field renders the matter academic. 

I think it has been increasingly realized that the present FNMA leg- 
islation must at the very least be amended to give FNMA more 
flexible authority to use its functions to aid in the stabilization of the 
mortgage market. 

Senator SparKMAN. Just a minute, Mr. Coogan. Go back to that 
last paragraph on page 2. I am not sure I understand just what 
you mean by that. 

Mr. Coogan. The last statement ? 

Senator SparKMAN. Yes. 

Mr. Coogan. On rental housing? I think while FHA continues its 
present regulations on rental housing and the punitive attitude toward 
the sponsors and builders who engaged in the previous programs, it is 
going to be very difficult to induce new builders and sponsors to get 
into the field. 

Senator SparkMaAN. You mean the whole operation of FNMA? 

Mr. Coogan. No; I am talking about—that is, FHA. 

Senator Sparkman. FHA? 

Mr. Coogan. Rental housing. 

Senator SparkMAN. Oh. 

Mr. Coogan. I say there is no need—the mortgages are not. being 
created, so their marketing is not a real problem. 

Senator Sparkman. In other words, the trouble is not with FNMA 
in the rental field, but with FHA ¢ 

Mr. Coocan. That is right. And when and if it is cured, you are 
going to need FNMA as an introductory device for these mortgages 
in your urban renewal. 

Senator SparkMan. All right. Thank you. 
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Senator Capenart. You say here that today the only outlet for 
mortgages on homes for minority groups, low income groups, and iy 
small communities, is through FNMA. 

Mr. Coocan. That is right. 

Senator CarrHart. You say the “only.” Is that 

Mr. Coogan. Well, I am generalizing there, Senator. There is a 
small market for them at a very low price. Usually at or about 
FN MA’s price, which amounts to about a six-point discount. 

Senator Carenart. What about the Voluntary Home Mortgage 
Committee which we set up in the last—— 

Mr. Coogan. Well, it is a token operation. It was largely, in my 
opinion, set up to block an active FNMA operation. I believe in it 
because I think some very fine people are backing it. They are push- 
ing it hard to make it work. It is working. But it is simply a token 
function. It attracts no new money. 

Senator SparkMAN. We were told by the insurance people yester- 
day it had now attained a level of about $200 million a year. 

Mr. Coocan. That is true, but they are taking it from one hand and 
putting it out with the other hand. I am not going to mention his 
name, but I talked with a builder down South, in Texas, who is build- 
ing a minority group housing of 200 units. He went to the Voluntary 
Home Mortgage Credit and, after a great deal of pressure—not pres- 
sure, but trying very hard to induce them—he did dispose of 30. One 
company took 20 mortgages, another 5, another 3, and another 2. 
Thirty mortgages out of 250 is not going to put a minority group 
housing project over. He needs a commitment for his 250 houses. 

Now maybe that can be expanded. I do not want to—I am willing 


to support every effort in the mortgage field, but I think counting on 
that to solve this problem is wishful thinking. 

Senator SparkMaN. Allright. Go ahead. 

Senator Capenart. You say in the next sentence here— 
At the present time, however, I would add that this is not an FNMA problem 


because FHA’s approach to insurance of mortgages in the rental field renders 
the matter academic. 


You mean they are just not approving any? 

Mr. Coocan. Well, the regulations and the terms, their attitude 
surrounding rental housing, is scaring all sponsors and builders off. 

Senator Carenart. In what way? I mean their attitude in what 
way ? 

Mr. Coocan. Valuations down. The type of charter that a rental 
housing corporation has to take out. 

Senator Carenarr. This includes rental housing, cooperative hous- 
ing, and urban renewal and that whole field ? 

Mr. Coogan. The whole thing. 

Senator CareHart. You mean FHA’s rules and regulations are too 
rough? Is that it? 

Mr. Coocan. Well, and some of the laws are too rough, I think you 
are being asked to amend some of them in, the administration bill that 
is before you right now. 1 think they are finding that these excessive 
attempts to—— 

Senator Carrnarr. Is there a big need at the moment for rental 
housing ? 


Mr. Coocan. In some areas, yes. In other areas, no, Senator. 
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Senator SparKMAN. Allright. Go ahead. 

Mr. Coocan. I think it has been increasingly realized that the pres- 
ent FNMA legislation must at the very least be amended to give 
FNMA more flexible authority to use its functions to aid in the 
stabilization of the mortgage market. It presently is required to follow 
the market rather than to attempt to lead it up or down as may be 
required by different conditions. 

The language of the act under which FNMA establishes prices 
which it will pay for mortgages should be broadened to contemplate 
this stabilization function as the principal device for contracting or 
stimulating its mortgage operations to the maximum extent consistent 
with sound operations. This flexibility in fixing the cost of doing 
business with FNMA should be extended both with respect to purchase 
prices of mortgages and stock required as a condition precedent to the 
sale of a mortgage. 

It seems generally agreed that the 3 percent minimum stock require- 
ment is too high. However, in lieu of the reduction proposed in some 
hills now before you, we propose that the stock requirement be reduced 
to 214 percent and that the purchase of stock not be required repeti- 
tively for each transaction. Instead, it should provide a “revolving 
credit” to the extent that the holder reduces FNMA portfolio by 
buying mortgages from it. 

We propose also that a lender in order to be eligible to deal with 
FN MA—whether in selling mortgages to it or borrowing on the secu- 
rity of mortgages or obtaining advance commitments as contemplated 
in our proposal—must own at least $10,000 in FNMA capital stock 
and must increase its holdings to 214 percent of the amount of transac- 
tion with FNMA. Present FNMA stock holdings could be credited 
to this requirement. As stated, in computing the 214 percent stock 
requirement a credit would be given to the extent that mortgages had 
been bought out of FNMA portfolio or previous loans had been reduced 
or commitments had expired. In other words, the 214 percent stock 
purchase requirement would apply only to the extent that what we 
call the “eredit base” of the individual concerned was at that time 
encumbered. 

This suggestion is designed to encourage the widest possible stock 
participation in the facility. We believe that stock ownership in 
FNMA under these circumstances would become a valuable privilege 
and would cease to be regarded as a cost of doing business with the 
agency, as it is at present. We believe that this would build up the 
agency’s capital stock as rapidly as possible while obtaining the 
benefit of widespread lender support. 

In addition to these changes, we would supplement FNMA’s present 
function of purchasing mortgages by providing the following addi- 
tional authority : 

1. To make short-term loans to mortgage lenders on the security of 
guarantied and insured mortgages up to a maximum of 90 percent of 
FNMA’s then current purchase price schedule for that particular class 
of loan. FNMA itself has already recognized the desirability of such 
a function in establishing the repurchase option announced a month or 
two ago. The method adopted by FNMA is, however, in our opinion, 
expensive, clumsy, and no adaptable to lender etue If as, 
FNMA has recognized, there exists a need for a loan function, ap- 
propriate provision should be made legislatively. 
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2. ‘To issue advance commitments to lenders to buy mortgages at 
prices and under terms and conditions stated in the commitment. [p- 
creasingly in the mortgage market of the past few years, lenders have 
gotten away from issuing advance commitment without which 4 
builder cannot start his project. The current mortgage market is al- 
most exclusively a “spot” or immediate delivery market. It is very 
difficult to obtain from a lender a commitment to pick up a loan at 2 
future date within which the house may reasonably be completed and 
the mortgage packaged for delivery. This requires the builder to 
adopt complicated and expensive devices such as the “standby” com- 
mitment and, if continued, will make difficult, if not impossible, the 
volume production attained by the industry during the past 15 years. 

In order to conform FNMA’s debenture-issuing power to 24% per- 
cent stock requirement which I have described, FNMA’s right to issue 
its obligations in the private capital market should be inereased to 40 
times the amount of its capital stock. In our opinion, the obligations 
of an agency operating in this fashion should be at least as readily 
marketable as those of the FNMA have proven to be in the past. We 
believe that the capital market recognizes that the security behind an 
FNMA issue consists of Government-guarantied-and-insured loans 
and is almost as attractive as a security directly guaranteed by the 
Government. 

These proposals, designed to provide a high degree of flexibility 
in the functioning of FNMA, require that the association be appro- 
priately organized to accept and perform the responsibilities imposed 
upon it. For this purpose, the Board of Directors should be strength- 
ened. We suggest that it consist, in addition to the HHFA Adminis- 
trator and the FNMA President, of three private citizens appointed on 
the basis of their experience in home building or residential finance 
and serving for 6-year terms so staggered that the term of only 1 of 
them expires every 2 years. 

In addition, we suggest the establishment of a statutory advisory 
council of 12 members experienced in and broadly representative of 
home building and-mortgage finance and chosen generally to obtain 
geographical distribution. Members of the advisory council should 
serve for 3-year terms so staggered so that 4 members are appointed 
every year. The law should provide that the Board of Directors of the 
agency meet every month and the advisory council at least every 3 
months. 

In summary, it is our considered opinion that an institution func- 
tioning in this manner would provide the stability that the housing 
industry urgently needs. It would eliminate the very high cost now 
involved in doing business with FNMA, which has acted as a severe 
depressant on the mortgage market. Membership in FNMA would 
become desirable and would quickly result in sale of its cepital stock 
in satisfactory volume. Stock requirement of $10,000 as a condition 
to doing business with the agency would induce many leading lenders 
to participate, and we believe these institutions would substantially 
increase their stockownership after the advantages of membership 
were fully realized. 

Converting stockownership into a revolving credit base would auto- 
matically provide FNMA with necessary salesmen to keep its port- 
folio turning over at a satisfactory rate. 
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The provision for temporary advances on the security of mortgages 
would provide a needed facility for mortgage companies, savings 
banks, and commercial banks who now have a serious problem in that 
mortgages are not quickly marketable during periods of money 
shortage. 

Fler. the advance commitment would make possible the definite 
planning of housing projects and would level the peaks and valleys 
in the flow of mortgage money—the sudden stops and starts—now 
so costly to the home-building industry. 

By variation in its purchase prices, the conditions of its advance 
commitment, and the cost of borrowing from it, FNMA would be 
able to coordinate housing credit more closely with the general fiscal 
policy of the Government. Needless to say, the agency should work 
in close coordination with the Federal Reserve Board, the Treasury 
Officials, and the Council of Economic Advisers. Without such a 
facility, the home-building industry must be prepared to face recur- 
ring problems caused alternatively by a superabundance of credit fol- 
lowed by its extreme shortage. 

We feel that the multiplicity of bills before Congress dealing with 
mortgage discount, direct loans, special assistance funds, et cetera, re- 
flects the concern of Congress over the unsettled situation in mortgage 
finance. A properly constituted FNMA as outlined herein would give 
us for the first time in our history a well-rounded and adequate cen- 
tral mortgage facility, to deal with all of these symptoms of an imper- 
fect mortgage system. Without such a system and as long as home 
building maintains a high level of production, we will continue to 
labor under pressures creating discounts, high fees, hidden charges 
for financing and other conditions adverse to the interests of the 
American home-buying public. 

Thank you, sir. 

Senator SparkKMAN. Thank you, Mr. Coogan. 

Allright, Mr. Haverstick, back to yours. 

Mr. Haverstickx. Before leaving the subject of FNMA, I want to 
note your support of S. 3296 introduced by Senator Fulbright. This 
bill would FNMA to offer to buy mortgages at an effective price not 
less than 9514 percent, by varying its purchase prices and its stock- 
purchase requirements. The proposal described by Mr. Coogan is, 
in Our Opinion, essential for long-term stability in the mortgage mar- 
ket. However, if this committee should not adopt our proposal in 
full, we then commend the Fulbright bill to its attention. 

Mortgage discounts may, perhaps, be a necessary part of the private 
mortgage finance system. On occasion and in certain areas, however, 
in our opinion, they have dropped far below those levels justified by 
a tight credit situation. We firmly believe that FNMA as presently 
constituted tends to recognize, confirm, and possibly even to increase 
discounts whereas its legislation should permit it to throw its full 
weight toward improving mortgage prices when discounts drop to 
unreasonably low levels. The proposals in the Fulbright bill would 
be helpful to that end. 

Public middle-income housing. The record of the American home- 
building industry since World War II could not have been achieved 
if the cost of home ownership had been beyond the reach of the average 
American. In the past 15 years the number of American homeowners 
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has more than doubled. The percentage of homeowners has increase 
from 41 percent of all nonfarm families in 1940 to about 57 percent 
today. During that time we have added more than 15 million families 
to the ranks of the homeowners in this country. In the postwar 


decade, this industry has produced better than 10 million new, single. 
family homes. 

During this period also, the cost of shelter and the percentage of 
consumer income devoted to shelter have risen less sharply than have 
personal incomes. See exhibit B attached. 

Yesterday the insurance group testified before you and I have this 
statement I would like to read: 

In this connection, I would appreciate it if we could have the 
privilege of submitting a supplemental statement for the record iy 
answer to testimony and figures submitted to this committee yesterday 
by the Life Insurance Association. 

We have not had time since the testimony to compile what we 
believe are the true statistics and correct conclusions from them. 
However, we want to note on the record that the testimony given by 
Mr. Shanks with respect to building costs is in our opinion mistaken 
in its interpretation of the data which he cites. 

Senator SpaRKMAN. We will be very glad to have you submit that 
statement. 

Mr. Haverstick. Thank you. 

(The supplemental statement referred to follows :) 


NATIONAL ASSOCIATION OF HOME BUILDERS, 
Washington 6, D. C., March 30, 1950. 
Hon. JoHN J. SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


My Dear SENATOR SPARKMAN: During my testimony before your committee 
yesterday I requested and was granted permission to submit for the reeord com 
ments on the testimony presented in behalf of the American Life Convention 
and the Life Insurance Association of America the previous day. 

We disagree with the selection of much of the statistical data contained in 
that statement since if tells only a small part of the housing story; we also dis- 
agree with the conclusions drawn from those limited statistics. Before pre- 
senting what we feel are the appropriate data and correct conclusions, it must 
be said generally that the basic philosophy underlying the views presented by 
the Life Insurance Association is simply that an economy of scarcity is best— 
of scarcity in flow of mortgage funds (and consequent higher yields to investors) : 
of scarcity in home building volume; and scant progress toward meeting the 
legitimate housing needs and aspirations of the American people. 

It is precisely because the Congress over 20 years ago abandoned this philoso- 
phy that we have experienced the tremendous improvement in American housing 
of the last two decades. The real issues raised in this testimony were settled 
in 1934 with the passage of legislation which made the FHA a basic part of the 
American mortgage system. On repeated occasions since, the Congress has 
reiterated its belief that both social and economic soundness lie in the direction 
of a low downpayment, low monthly payment, low interest rate amortized 
mortgage system. Without it, home building could not have attained the 10 
million units produced since World War II. Since 1940, because the Congress 
has fostered a home mortgage system geared to the needs of the family of modest 
means, the number of homeowning families has far more than doubled—in 1940, 
3 out of every 5 families rented; today, the ratio is just about reversed with ° 
out of 5 families owning their homes. 

This has enabled insurance companies and other investors profitably to invest 
billions of dollars. Where would those funds have gone had home building been 
possible only at greatly reduced levels and restrictive terms? 

We recognize that it is the obligation of the managers of insurance companies 
and other pools of capital to seek the highest possible return on their investment 
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portfolio consistent with security and long-range stability. But we believe that 
the best interest of investors is not served by restricting the markets in which 
they make so large a share of their investments. In our opinion, the best inter- 
ests of the American people as a whole and the enlightened self-interest of 
investor capital are best served by development of sound housing markets in 
which homes are available at terms that make economic sense for the average 
American. 

However, the gist of the argument presented in the statement on behalf of the 
Life Insurance Association is that credit for home purchase should be available 
only at top prices. This would inevitably result in a sharp cutback in housing 
pr \luction ; it would tend strongly to influence the home building industry toward 
housing in the upper price ranges ; it would, in short, assure return to conditions 
prevailing decades ago when mortgage money was available only on terms and 
conditions that made it difficult, if net impossible, for the great majority of 
Americans ever to own their own homes. 


I. USE OF COMMERCIAL BANK CREDIT 


The Life Insurance Association statement brands as unsound what it alleges 
to be the heavy reliance of the capital funds market on the commercial banking 
system. However, the figures adduced under this point prove exactly the con- 
trary to be happening in the past year, despite an increasing volume of residential 
coustruction. In 1955, less reliance was placed in the commercial banking sys- 
tem (with the exception of the year 1953) than at any time since 1950. This 
is borne out by the Life Insurance Association's own charts 1 and 2. 

Percentagewise, in 1950 $1 out of every $3 used in the capital market came 
from the commercial banking system whereas only $1 in every $16 was so derived 
in 1955. In other words, in 1955, the year of greatest net demand for capital 
funds by the home building industry ($13.6 billion, an increase of 50 percent 
over 1950), there was a considerably reduced reliance upon the commercial bank- 
ing system. 

it is interesting to note, however, that a fairly sizable amount of demand upon 
the commercial banking system during 1955 came from the insurance companies’ 
own efforts to warehouse mortgage loans. Some $300 million of real estate 
credit had been extended to insurance companies by commercial banks as of 
November 15, 1955 (according to the Federal Reserve Board) with outstanding 
firm commitments of $147 million. They, in effect, invested more in mortgages 
during 1955 than their own funds could support—the very thing against which 
the statement argues. 


II, FEDERAL NATIONAL MORTGAGE ASSOCIATION 


The statement poses the question “Has the residential mortgage market been 
obtaining a fair share of capital funds accumulated in our national economy?’ 
The question really should be “Do financial mechanisms exist through which 
capital may move into and out of the mortgage market as readily as in and out 
of other markets for credit?” Notwithstanding housing legislation (FHA and 
VA) which makes possible the flow of mortgage funds from the sources of 
capital into money-short areas, it is still far more difficult for funds to move 
into and out of mortgages than, for example, the bond market or the stock 
market. This is primarily due to the nature of the mortgage instrument and its 
consequent comparatively limited market. 

The statement comments that the purpose of FNMA legislation is to expand 
through Government action the flow of funds into residential mortgages. As 
we have pointed out to this committee, the FNMA amendments we offered are 
aimed at stabilizing (not constantly expanding) the mortgage market. In fact, 
it was lenders’ excessive extension of credit in late 1954 which was largely re- 
sponsible for the present tight mortgage market. At that time, insurance com- 
panies sold $1 billion 6f Government bonds in order to expand their mortgage 
investments, An FNMA whose function was to stabilize the mortgage market 
could have helped to limit credit in 1954 and to loosen it in 1955 and 1956. 


Ill. FLEXIBLE INTEREST RATES 


In the past, this phrase has generally been synonymous with an argument for 
a higher return to lenders. In the nature of mortgage lending, interest rates 
rise much more readily in periods of tight money than they decline in periods 
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of easy credit. Flexible interest rates on FHA and VA loans mean higher jp. 
terest rates. 

It would be interesting to discover what return insurance companies are 
making on mortgages acquired under today’s high discount conditions. It would 
be interesting also to ask what interest rate insurance companies believe would 
currently prevail with VA and FHA rates “flexible.” The information (chart 9) 
presented with the life insurance statement shows simply the net return to 
life-insurance companies based on total mortgage portfolio, including loans 
bearing a lesser yield than those currently being acquired by the life-insurance 
companies (3.86 on nonfarm mortgage loans—an increase of 50 points over the 
1950 net). 

IV. AVAILABILITY OF MORTGAGE FUNDS 


It is interesting to inquire into the premise upon which the Life Insurance 
Association expresses its opinion (p. 7) that “of all the investment markets, 
the residential mortgage market will be the one least likely to experience a 
scarcity of funds over the next 5 years.” 

We assume that this is based upon a yearly home building volume of 1.1 million 
a year, as estimated by various insurance company sources. (See, for example, 
Dr. Gordon McKinley, economist for the Prudential Insurance Co., in March 
1956 Mortgage Banker.) This implies a decline in home building of 200,000 
units from the 1955 level, involving a drop of almost $3 billion in annual home 
building dollar volume and a loss of more than 200,000 man-years of work for 
construction labor. We do not doubt that mortgage money will be more readily 
available if production is thus restricted. We do doubt seriously whether such 
a drop can be absorbed safely without serious damage to the entire economy, 
We are seeking—and_ we believe lenders should seek—a mortgage system which 
can be stabilized at terms to the consumer which will permit mass production of 
housing. “Mass production” is only possible through “mass financing.” Other- 
wise home building must revert to the obsolete “handicraft” stage which char- 
acterized it until comparatively recently and homes must, consequently, sell at 
higher prices. 

Vy. BUILDING COSTS 


The implication and apparent intent of the Life Insurance Association's state- 
ment is that the terms under which mortgage credit has been available are pre- 
dominantly responsible for the increase in construction costs in recent years. 
That this is not the fact is strikingly shown by a comparison between the trend 
of construction costs and the annual rate of housing starts between December 
1954 and December 1955. Between those dates, the annual rate of housing 
starts declined steadily from a rate of 1.4 million plus a year to under 1.2 million. 
Yet the Boeckh index of construction costs rose 4 percent during that time and 
has risen another 1 percent in the first 2 months of 1956. 

The contention that the cost of home building has risen unduly is largely 
based on information (their chart 5) which shows the increase in “average 
estimated per unit construction cost of privately owned homes.” This does not 
accurately reflect changes in building costs. It is not an apt comparison 
because— 

1. The chart merely shows the change in the dollar amounts of building 
permits. It does not (as incidentally recognized in the life insurance state- 
ment) provide any measure of comparison between the small (mostly two- 
bedroom) homes built quickly to meet the postwar emergency and the larger 
more elaborately equipped homes produced in 1955. 

2. Home building accounts for about one-third of all new construction. 
Even if home building had been substantially limited, as suggested by the 
Life Insurance Association’s statement, there still would have been (and 
will be) extraordinary demand for construction materials and labor from 
those other sectors of the construction industry which account for about 
two-thirds of total construction. Such demand, and not home building 
alone as suggested in the life insurance statement, was responsible for the 
increase in the cost of building materials and in construction labor which, 
between December 1946 and December 1955, rose, respectively, 56.1 percent 
and 74 percent. This compares with an increase during the same period 
of time of 52.4 percent for residential construction cost and 60.4 percent 
for the cost of office buildings and other construction. 

3. The base year selected (1946) was a year of rapid price change reflecting 
the removal of price controls on homes later in the year. The increase for 
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all of 1946 to all of 1955 is presented as 61 percent; had the comparison been 
made between December 1946 and December 1955, the increase would have 
been 52 percent. 

In short, the growth situation of our entire economy—and not easy credit for 
nome building—has resulted in postwar increases of cost and consequently of 
prices in all lines. This could not have been prevented by forcing the man of 
modest means to remain poorly housed unless at the same time the huge demand 
from other sectors of the rapidly expanding postwar economy had been curtailed. 

Respectfully, 
JosePH B. HaveRsTIcK, President. 

Mr. Haverstick. Moreover, approximately one-third of the hous- 
ing production was in price classes within the reach of families of 
modest income. In 1955, for example, an estimated total of nearly 
150,000 homes were produced to sell for less than $12,000. These in- 
cluded 93,000 homes selling for less than $7,000; over 140,000 selling 
between $7,000 and $10,000; and over 208,000 between $10,000 and 
$12,000. (Based on BLS Survey of New Housing Starts First.Quar- 
ter 1955 November 15, 1955.) . 

In addition, during this period of high housing production, Ameri- 
can incomes have risen phenomenally. It is estimated that nearly 
1,300,000 families each year now progress from an annual income 
below $5,000 to above that figure. 

We have attached to this statement an exhibit showing the upward 
trend of incomes for the last 20 years, together with a quotation from 
the Commeree Department’s March 1955 Survey of Current Business 
which may be of interest to the committee. See exhibit C. 

The tremendous change in family incomes and purchasing power 
is well illustrated by the following quotation from the monthly busi- 
ness letter of the First National City Bank of New York for March 
1956: 

In other words, the group with purchasing power equivalent to $4,000 or 
more at today’s prices has increased 342 times as fast as the general average. 
More than half of all consumer units are now in the $4,000 to $10,0000 bracket. 

Many of these families have moved into income brackets where for the first 
time they are able to buy a new car, to afford a home of their own, to upgrade 
their durable-good purchases, and to command the credit needed to satisfy these 
desires. 

In view of these amazing changes in economic conditions and in the 
light of the home building industry’s proven record, we fail to see any 
justification for continuance of the public housing program as it is 
now constituted. We are convinced that the present public housing 
program is not and cannot properly do the job of providing housing for 
the lowest income groups as intended by its originators. 

We feel that if the committee made careful investigation, it would be 
surprised to learn of the high current cost of public housing as con- 
trasted with that of private building, the vacancies in existing projects 
and the increasing demand for higher and higher income limits for 
admission and continued occupancy of public housing. 

This is the time, we believe, when the Congress should pause to con- 
sider the country’s true situation with respect to income and available 
housing. There should be a thorough restudy of the best means for 
providing housing to those families unable for one reason or another 
to obtain adequate and decent housing. We certainly would offer our 
services and resources to cooperate with the Congress or the adminis- 
tration and with other interested groups in such a program. 

We feel that housing for the dgindling residue of low-income fami- 


lies whose economic problems are proper cause for concern is part of 
75333—56——45 
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the whole problem of helping them to become self-sufficient. Federa} 
assistance for this purpose should be devoted to aiding States and com- 
munities in the rehabilitation, education, and training of the bread- 
winners of those families to the end that as many as possible can become 
economically self-sufficient. 

Insofar as housing legislation is concerned, we feel that the Federal 
Government should confine its efforts to such devices as mortgage in- 
surance, a soundly functioning FNMA, and similar mechanisms which 
will make it possible for private enterprise to continue to expand its 
horizons, and to urban renewal and redevelopment assistance designed 
to induce local communities to enforce decent housing standards within 
their boundaries. 

Under the principles which I have just described, it is obvious that 
we oppose those provisions of S. 3158 which would establish a Govern- 
ment corporation to make direct loans that could run as high as $2 
billion a year. If such activity were to be undertaken by Government, 
the resultant distortion in private mortgage lending would, on balance, 
impede rather than assist in the es of new housing. Even- 
tually, we feel, this would mean that all residential lending and con- 
sequently all home building would be controlled absolutely by Govern- 
ment. Our proposal for a revised and revitalized FNMA, operating 
within the private enterprise system, is in our opinion the proper 
method to provide an adequate flow of credit at the lowest feasible 
cost. 

We should like to add our support to the proposals in S. 3186 for 
the creation of a Commission on National Housing Policy. In ad- 
dition to the purposes set forth in that bill, the restudy of more 
effective means of housing our lowest income families might well be 
included as mentioned above in our testimony. Certainly we feel that 
such a Commission would be of great aid in studying the ways and 
means of encouraging the flow of investment capital to mortgage 
financing. We are encouraged by this recognition of the problem. 

Thank you very much. We appreciate the opportunity to testify. 

Senator Sparkman. Thank you, Mr. Haverstick, and the gentlemen 
with you. Your statement will be most helpful. 

(The appendixes to Mr. Haverstick’s statement follows :) 


Exntpsit A 
AMENDMENT OF SECTION 221 (A) OF TITLE II, NATIONAL HOUSING ACT 


Amend section 221 (a) of title II, National Housing Act, to read as follows: 

“Sec. 221. (a) This section is designed to supplement systems of mortgage in- 
surance under other provisions of the National Housing Act in order to assist in 
housing families of low income who, without the benefit of this section, would be 
unable to buy or rent decent, safe, and sanitary dwellings. Mortgage insurance 
under this section shall be available only in those localities or communities in 
which the Administrator of the Housing and Home Finance Agency has deter- 
mined that a need exists for such low-income family housing: Provided, That 
the Commissioner shall prescribe such procedures as in his judgment are neces- 
sary to secure to any families living in an urban renewal area or being displaced 
by governmental action a preference or priority of opportunity to purchase or rent 
such dwelling units: Provided further, That the total number of dwelling units 
in properties covered by mortgage insurance under this section in any such con- 
munity shall not exceed the aggregate number of such dwelling units which the 
Housing and Home Finance Administrator, from time to time, certifies to the 
Commissioner to be needed to serve the needs of low-income families who are 
not otherwise able and eligible to buy or rent decent, safe, and sanitary dwelling 
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accommodations without the benefit of the mortgage insurance authorized by this 


tion.” 
sectio Exuisir B 


As the following table shows, housing expense as a percent of personal con- 
sumption expenditures in 1955 was lower than in 1929, 1935, and 1940. It would 
certainly seem from these figures that expenditures for housing have not kept 


pace with the advances in our great economy and the improvements in the con- 


sumer’s position and standard of living: 


P ; Housing 
ersona. expense as 
ae. consumption | percent of 
billions exrense in personal 
billions consumption 
expenditure 


$79. 

56. 
71. 
252. 


Exursir C 


Nonfarm families 


With incomes under $3,000 | With incomes under $5,000 


Number (in Number (in 
thousands) 


1068....- 111. adeatennas 


Source: For 1950 and 1953, Department of Commerce, Survey of Current Business, March 1955. 

For 1944 and 1947, Income Distribution in the United States, by size, 1944-50, published by Department 
of Cominerce. 

For 1935-36 and 1941, unpublished data corresponding to material published in the Review of Economic 
Statistics, — 1944, article entitled, “Size, Distribution of me Since the Mid-Thirties,” by 
Goldsmith et al. 


Note.—All the above data are in current dollars and are not adjusted for price changes. 


As the Commerce Department said, in the March 1955 survey, page 21, “It 
can be seen that the average family size is substantially smaller in the lowest fifth 
than higher on the income scale; that the proportion of families without any 
children is largest in the bottom group, and that the average age of the family 
head is also largest in that fifth. All these facts make it reasonable to infer 
that family needs and responsibilities are smaller on the average among the low- 
income groups than in the higher income ranges * * *.” 

Also, * * * “The prevalence of aged couples in the bottom group draws atten- 
tion to another factor. * * * The economic status of retired peuple is not always 
measured comprehensively by their current income because they plan as a matter 
of course to supplement such income by accumulated savings. Furthermore, 
there is considerable turnover in the low-income groups * * *.” 


Mr. Haverstick. I would like to say this, Senator, and all the mem- 
bers of the staff. We hope you will all take the opportunity of coming 
over and visiting us at our new National Housing Center on L Street. 

Senator Sparkman. I have had that privilege, and I certainly 
recommend that everyone go through it. 

Senator Carenart. I was over there and helped throw the first 
spadeful of dirt. 
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Senator Sparkman. B. J. Staal. Mr. Staal, will you come around 
please, sir? You are treasurer, I understand, of Holland Furnace (o, 


STATEMENT OF BEN J. STAAL, ON BEHALF OF HOLLAND FURNACE 
CO, AND THE NATIONAL WARM AIR HEATING ASSOCIATION 


Mr. Sraau. That is right, sir. 

Senator Sparkman. We are very glad to have you with us. We 
have your statement. If you will proceed in your own way, we will 
appreciate it. 

Mr. Sraay. Mr, Chairman and members of the committee, I am here 
today to testify in behalf of 2 companies or 2 organizations. First, as 
treasurer of the Holland Furnace Co, We are in a unique position, we 
believe, with reference to experience on the title I program. 

We handle in the neighborhood of $20 million al of title I 
business, and since the inception of FHA title I we have handled close 
to $300 million in business. 

Secondly, I also represent the National Warm Air Heating Asso- 
ciation comprised of about 125 manufacturers, 50 distributors, and 
about 3,000 dealers. 

We believe that we are able to testify from firsthand experience with 
reference to the benefits and the advantages and the necessities of title I. 

In that connection, I would like to make just a brief review. 

No. 1, as to the necessity of title I, to that question we give an un- 
qualified “yes.” And the reasons for it are as follows: 

No. 1, it is the only financing program on home modernization that 
is available nationwide. FHA title I financing is available in all of the 
48 States and in all of the cities—not only the larger cities but also 
the smaller cities, villages, hamlets throughout the country. In com- 
parison, non-FHA plans are available only in limited areas, mostly 
in the larger cities. 

For example, today there are only 1,333 banks in the country who 
have non-FHA plans in effect. Compared to that, we have 7,000 or 
better licensed dealers, or, rather, financing institutions, handling title 
I paper. This is in spite of the fact that we have had 20 years of 
pioneering in the field of home-modernization financing. And after 
this encouraging leadership, we still have only 1,300 b engaged in 
their own plan. And in many—— 

Senator Carenarr. That is not unusual. 

Mr, Sraau. Pardon? 

Senator Capenarr. I mean you well understand that, do you not! 
I mean I am not against title I, but you well understand why you only 
have 1,300? You have 7,000 that come within the guaranty of 
title I 

Mr. Sraau. That is right. 

Senator Carenart. So why would a bank have its own plan when it 
can participate in title I and have it practically 100-percent guaran- 
teed by the Government ? ' 

Mr. Sraau. I think you are absolutely right, Senator, and I think 
I cover that a little bit further in one of my subsequent comments. 

Senator Caprnarr. Well, that ismy point. If you eliminated title], 
you would possibly have 7,000 new plans. 
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Mr. Sraav. That could be. If the banks felt that they were in a 

position to engage in their own financing. I am about to take the 
osition: 
. Senator Capenart. The banks do finance the title I. 

Mr. Sraau. I say they would not have their own plans. 

Senator Carenart. No, but I say the banks do furnish the money 
for title I. 

Mr. Sraau. That is right. 

Senator Carenart. All of it. 

Mr, Sraau. That is right. 

Senator Capenart. The only difference between title I money they 
furnish and that which they furnish outside title I is that the Federal 
Government guarantees it. 

Mr. Sraau. But that is a tremendous difference as it applies to the 
smaller banks, because smaller banks would not feel as though they 
could be in the position of financing that type of paper without that 
protection. 

Senator Caprnart. That is right. Imean I think that is the reason 
for your figures. 

Mr. Sraau. That is right. 

Senator SparkMAN. That is the point you make in your next sub- 
head there. 

Mr. Sraau. That is right. As Senator Capehart has just brought 
out, we come to point No, 2, which is that title I helps small business. 
When I speak of small business, I am talking about thousands of 
banks who are unable or unwilling to finance under their own plan. 

For example, in the State of New York the State savings banks are 
not permitted to finance home modernization except and unless it is 
guaranteed by Government insurance. 

Small banks in various areas would hesitate to finance under their 
own plan because of local conditions which might arise. South Bend 
is an example that a few years ago had some difficulty of a local char- 
acter. And that sort of a situation could be disastrous to a bank financ- 
ing under their own plan. 

Frankly, if the Congress were to design legislation which would 
militate against the smaller banks and which would be in favor of the 
larger banks, they could do it no more effectively than through the 
abolishment of title I, because it is title I which permits these banks 
to operate. 

As to the savings to the homeowner, I know that some of these may 
be well known to you, but I again come to the point of finance fees 
and finance rates. I have with me today a recapitulation of the actual 
finance fees that are being charged in various parts of the country. 
These were not accumulated until the past weekend. I am prepared 
to leave sufficient copies with the committee. 

Senator SparkMAN. We would be very glad to have them. 

Mr. Sraau. If you would like some at this moment—— 

Senator SparkMan. We would be very glad to have them. 

Mr. Sraau. Without going into great detail—— 

Senator Sparkman. I wonder if we might just pass on over to your 
recommendations ¢ 

Mr. Sraau. All right. 

_ Senator Sparkman. Senator Capehart and I both happen to be read- 
ing ahead of you. 
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Mr. Sraat. Fine. With reference to the recommendations, do | 
understand you want me to pass—— 

Senator SparkMan. The whole statement will be in the record, yes, 

Mr. Sraau. All right. With reference to recommendations, we rec- 
ommend, first of all, that FHA become permanent, be made permanent, 
and we recommend that for the reason that will eliminate all of the 
uncertainty that prevails from time to time in connection with title I 

Senator SparkMAN. Let me ask you this: As a matter of fact, your 
recommendations are completely in line with the recommendations by 
the administration, are they not ? 

Mr. Straau. Yes. 

Senator Sparkman. You make it permanent, you eliminate the 6- 
month occupancy clause, you raise the maximum td $3,500, and you 
increase the terms from 8 to 5 years. 

Mr. Straat. That is right. 

Senator SparKMAN. Those recommendations are in the administra- 
tion bill; are they not? Oh, that’s right. The 6-month occupancy 
clause is not recommended in the administration bill. 

Mr. Sraat. That is the one exception. Would you like to have me 
elaborate on that for a bit? 

Senator Carenart. You really think it is a good thing to make it 
permanent? 

Mr. Sraat. I really do. 

Senator Carenart. You do not think it is a good thing to extend it 
5 years at a time, or 3, and then review it? 

Mr. Sraat. Our experience—— 

Senator Carenart. So it is constantly under the attention of the 
Congress ? 

Mr. Sraav. Our experience is simply this, Senator, and that is—— 

Senator CareHart. What advantage is there in having it over 5 
years? 

Mr. Sraat. The simple advantage is you give FHA the vote of con- 
fidence to which they are entitled, instead of keeping them on the end 
c the string and dangling them in and out, which is what has taken 

ace. 

. Senator Carenart. They have never been out yet, and it was started 
20 years ago. 

Mr. Sraau. They have been out I think a period of a week or 10 
days—that threw industry into confusion and the banking group too. 

Rebel CareHart. When was that? 

Mr. Sraau. To the best of my recollection it is 3 or 4 years ago. 

Senator Cargenart. Is it possible, maybe, that title [ under FHA 
has been so successful due to the fact that it was under constant sur- 
veillance by the Congress and they knew they had to do a good job in 
order to get the program renewed from time to time? 

Mr. Sraau. I would say that in the last few years that title I has 
been distinctly hurt because of the uncertainty as to its continuance. 

Senator Capenart. How could it be hurt? 

Mr. Sraav. It has caused banks to initiate their own plans at a 
greater cost to—— 

Senator Sparkman. What is wrong with that? Isn’t that a fine 
thing in the private enterprise system we enjoy in the Nation? 

Mr. Sraat. I think itis a fine thing for the large banks who can do 
so, but I am prepared to prove to you here today that it will cost and 
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did cost the homeowner last year, on $500 million in business, an addi- 
tional $10 million in finance fees. Now 

Senator Carenart, I don’t think there is any question but what the 
Government in guaranteeing can do it cheaper than they can. 

Mr. Sraau, Each bank setting up its own individual 

Senator Capemart. What would you think if the Government de- 
cided to go in competition with you in the furnace business? You 
would not like it, would you ? 

Mr. Sraat. The point is that I have canvassed banks, and I find 
many banks, with the exception of some of the larger ones, are very 
much in favor of this and do not consider the Government to be in 
competition. 

Senator CapeHart. Well, they are not, because the banks make the 
loans. They are not in competition with them. The banks make the 
loans. The banks make the money. They are making up to about 9 
percent. Is that not the proven fact? About 9 percent? 

Mr. Sraau. As I understand your premise—— 

Senator Capenart. Yet they get 80 percent of it guaranteed by the 
Government. Iam not complaining about it at all. 

Mr. Sraat, As I understand, you premised your question to me 
on what, would we say if Government would go into business. I say 
Government is not in business. 

Senator CapeHart. The point is: Maybe its success has been due 
to the fact that it had to make good because it knew that it would be 
reviewed by the Congress every 3 years or 5 years. I question the 
advisability of making it permanent. In fact, I do not think I am 
going to vote to make it permanent. I do not mean it will not carry, 
because I am just one. I just do not believe that we ought to do that. 
I think we ought to take a look at it and review it from time to time. 
I cannot possibly see where that hurts. It seems to me it has a tendency 
to make a better organization out of it if it knew that it had to show a 
fine record of operation, good, sound business. If you make it perma- 
nent, the Congress would possibly never review it. They could, of 
course, but it is not likely they would. The only way you could get rid 
of it would be to pass a law to repeal it. 

Mr. Sraau. I would go along with you—— 

Senator CaprHart. You could amend it, I presume. 

Mr. Sraat. I would go along with you a ante as the extension was 
for a sufficiently long period of time. 

Senator Capenart. I agree with that. I am not opposed to it, you 
understand. I am not opposed to title I. I think it is a very fine 
thing. Outside of some bad practices right after the war, I think it 
has been fairly clean and successful. 

Mr. Sraat. We are in a position to testify from our own knowledge 
and experience nationwide that it is not in competition with the great 
majority of banks. 

Senator Carenart. No, because the banks loan the money. 

Mr. Sraau. That is right. 

Senator Carpruart. The banks do it. Title I is the banks. They 
loan the money. It all goes through them. They are for it. I know 
that. Ido not question that. 

Senator Sparkman. I think it has been pretty —— 

Senator Carrmart. There are only two things I question about your 
recommendations—the 6-months’ occupancy clause and to make it 
permanent, 
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Mr. Sraau. Well, I—— 

Senator Carrnart. I do not know that I particularly care about 
the longer terms and the extended amounts. I think possibly costs 
and prices, et cetera, have gone up more. 

Mr. Sraau. The 6-months’ occupancy clause whether you like it or 
not could very effectively cripple the title 1 program. 

Senator Carrnart. Do you mean to tell me a man buys a new house 
and immediately has to start repairing it? 

Mr. Sraau. The fact of the matter is that houses are priced to sell, 
and many of the necessary things are left out. Not obviously so, but 
many new homes are sold without the necessities that the home- 
owner 

Senator Carenart. In what form? 

Mr. Sraau. For example, storm windows, that sort of thing. In- 
sulation. Landscaping. Various things that are necessary and re- 
quired for the homeowner to enjoy his home. 

j Berates Caprenart. Well, maybe so. I am a little surprised at that 
though. 

Mr. Sraau. I think the reason that the clause was inserted was be- 
cause of a matter of policing because of certain abuses. But again, 
Senator Capehart, I think in that connection that FHA has done a 
much better job in the last couple of years, the last year in particular, 
oe is well able to do that policing without legislation to do it for 
them. 

Senator Capruart. Well, you may be right. It is a little hard for 
me to understand why a man would buy a new house and then within 
6 months’ time have to start repairing it or insulating it or buying 
something to make it livable. 

Mr. Sraat. It is like buying an automobile at a price without many 
of the things you would like to enjoy with the automobile. 

I might mention in connection with these rates there has been some 
debate from time to time as to whether FHA rates should be lowered 
or whether FHA financing is a stabilizing factor in the rate field. 
We find that even with FHA in existence, title I, 4 out of 5 plans of 
non-FHA character carry financing fees higher than FHA. That is 
in spite of the fact that FHA is in the field as far as financing title I 
business. 

It is anybody’s guess what the rate would be in the absence of title I. 
We know it is now higher in 4 out of 5 instances. 

Senator SparkMAN. Well, thank you very much, Mr. Staal. Your 
statement and the exhibit you gave us will help us very much. Thanks 
to you,sir. It will be placed in the record in full. 

fr. Sraau. I have the actual charts of around the country if you 
care to have them for the committee. 

Senator Sparkman. Mr. Semer is going to talk to you. He wants 
to get some explanation of the table. He will go over the whole thing 
with you. 

Thank you very much, Mr. Staal. 

(Mr. Staal’s prepared statement and the table showing nationwide 
finance fee comparisons follow :) 


STATEMENT OF BEN J. Staat, TREASURER, HOLLAND F'uRNACE Co., HoriaANbd, MIcH. 


Gentlemen: I ame here today to testify in behalf of three separate organiza- 
tions. First I am here as treasurer of the Holland Furnace Co., operating 500 
factory branches from coast to coast. We are doing better than $20 million 
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annually in title I business, dealing directly with the homeowner. Since the 

inception of FHA, we have done close to $300 million. Second, I am here as a 
member of the Industry Advisory Committee to FHA. Third, I have been asked 
to testify in behalf of the National Warm Air Heating Association, which is 
comprised of approximately 125 manufacturers, 50 distributors, and more than 
2.000 dealers. 

"It is with this background of experience that I testify as to the benefits, ad- 
vantages and necessities of FHA title I financing. Before going into certain re- 
visions of title I, which we would recommend, I would like to review a few 
important facts pertaining to title I. 


IS FHA TITLE I NECESSARY? 
My answer to this is an unqualified yest. Why? For these reasons. 


4 —It is available nationwide 


1. FHA financing reaches into most every community and hamlet in our 48 
States. 

2. In comparison, non-FHA plans are available only in limited areas—mostly 
larger cities. There are only 1,333 banks who have non-FHA financing plans. 
Compared to this there are over 7,000 financing institutions licensed to handle 
title I paper. Many of the non-FHA plans are merely standby in nature, with 
FHA financing still handling the bulk of the financing. 

These are facts which are true after 20 years of pioneering and leadership by 
FHA in home modernization. 


B—Title I helps small business 


1. Thousands of banks are unable or unwilling to launch their own plan. 
They need title I to stay in home-modernization financing. Many small banks 
need title I financing to tide them over local conditions of economic stress which 
can arise from time to time. 

2. If you were to design legislation to militate against small banks and which 
would play into the hands of larger banks, you could do it no more effectively 
than through present restrictions, which should be removed. On the other hand, 
if you want to help thousands of banks in medium and smaller sized communi- 
ties, the revisions which I will mention shortly should be adopted. 


C—Saving to homeowner 


1. FHA financing costs $149.80 per $1,000 for 3 years. 

2. Non-FHA financing costs up to $247.40 per $1,000 for 3 years. FHA financ- 
ing has saved the American families millions of dollars in finance fees. 

Present FHA rates are also a definite stazilizing influence. How do you think 
millions of homeowners would be affected if FHA financing was no longer avail- 
able and rates were determined without the benefit of this stabilizing influence? 
D—Economic stability 

1. There is a tremendous emphasis in 1956 as “the year to fix.” FHA financ- 
ing makes it possible to maintain a steady flow of repair and modernization of 
American homes. This has helped and is helping to raise the standards of 
American housing and is providing many jobs. 

2. It is a fact that some banks, and they are in the minority, have non-FHA 
financing plans. The big question is what would those banks do if stormy eco- 
nomic weather should cause a sudden increase of large proportions in the number 
of payment delinquencies? 

Non-FHA plans, which even today after 20 years, are in the minority, have 
been launched under the most favorable economic climate. It is anybody's guess 
what would happen to them under severe economic weather just when they would 
be sorely needed. i 

With this review of title I, it’s benefits, advantages and necessities, we 
recommend : 


A—Make FHA title I permanent 


1. The previously stated reasons warrant such action at this time. Any revi- 
sions of the regulations which may be found necessary can be made from time 
to time regardless of a permanent status for title I. 


B—Eliminate 6 months occupancy clause 


1. This clause has crippled the title I program. 
2. It has given big banks an unfair advantage over small banks who cannot 
operate except under title I. 
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3. It has also forced many banks to initiate non-FHA plans, costing millions 
of homeowners more money due to higher finance rates. 

4. The 6 months occupancy clause discriminates against the new homeowner 
who wants and needs financing on additional items to complete his home. fy- 
nancing on those items are now available to him on non-FHA plans. 


C—Raise mazrimum to $3,500 


D—Increase payments 8 to 5 years 


1. These two revisions, if enacted, will be the first in that category since the 
inception of title I 20 years ago. It is high time that title I be brought up-to- 
date. The dollar value of various types of repairs and improvements has 
increased in much greater proportion than what is here recommended and these 
are the minimums that should be adopted. At this point I should bring out 
that the National Warm Air Heating Association recommends a minimum of 
at least $5,000 rather than $3,500. 

2. These last two items will help bring title I up-to-date. They will also ease 
the way for the American homeowner to repair, modernize and otherwise 
improve his home. 

3. There are over 25 million homes in our country that are over 25 years old. 
With your help the above revisions to title I can do a better job of making it 
possible for these millions of American families to improve their living stand- 
ards, aS well as maintaining and creating many thousands of additional jobs. 

There are other revisions to title I which will no doubt be recommended to you. 
These, however, are of primary interest to my company, and to the National 
War Air Heating Association. As a member of the Industry Advisory Committee 
to FHA, I can recommend all the revisions proposed by the Administration. 

Thank you. 


Nationwide finance fee comparisons, FHA rates versus non-FHA rates (taken 
from actual finance fee charts in use by banks, etc.) 


60 
months 


Connecticut: Connecticut Nationa] Bank - -... 
California: Bank of America 
Indiana: 

First Federal Saving & Loan 

Lincoln National Bank 

Fort Wayne National Bank _- 
Kansas: Commercial National Bank. - 
Maryland: Baltimore Federal Sav 
Massachusetts: Springfield Natio: 
Missouri: 

Bank of St. Louis 

Clayton Discount Store 
Nebraska: First National Bank 
New Jersey: Franklin Trust Co 
New York: 

Chemung Canal Trust Co 

Gramatan Co. (skip payment plan) 

County Trust Co 

Bank of Commerce 

Franklin National Bank. 

Security Trust Co. 
_, National Bank 


Pennsylv ani: 
Berks County Hy! panes plan) 
Girard Trust Corn Exchang 
City Bank & Trust Co 


isconsin: 
Marine National Exchange 
Rhode Island: 
Industria] National Bank 
tee pee cae Trust Co.. 


130 months. * Delayed payment. 
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Percent | Percent | Percent lp 
Comparatve yields to financing institutions yield 36 | yield | yield 60 
ths | increase | months 


FHA rate: (constant ratio 5 percent discount) 
Non-FHA rates (constant ratio): 

6 percent discount 

7 percent discount 

8 percent discount 


Senator SparKMAN. Mr. Spiczak and Mr. Heitmann. 

Let me say I am hoping we can finish by 12 o’clock. We have you 
two gentlemen, we have Mr. Nichols, managing director of Nersica, 
and we have Monsignor O’Grady. 

You have a statement here. It is about 10 pages long. The whole 
statement will be printed in the record. I wonder if you can’t sum- 
marize it. You are testifying, as I understand, in behalf of title I 
home improvement. 


STATEMENTS OF GEORGE P. SPICZAK, VICE PRESIDENT, HOME 
FEDERAL SAVINGS & LOAN ASSOCIATION OF CHICAGO; AND 
FRED W. HEITMANN, JR., VICE PRESIDENT, NORTHWEST NA- 
TIONAL BANK OF CHICAGO, MEMBERS OF FHA TITLE I LENDERS’ 
ADVISORY COMMITTEE 


Mr. Sriczax. That is correct. 

Senator CaprHart. Are you gentlemen just recommending the same 
things the previous witness did ¢ 

Mr. SrrczaKk. We are recommending the very same things, 

Senator SparkmMan. You have on the last few pages yo recom- 
mendations listed. They are exactly the same, are they not 

Mr. Sprozax. Yes, beginning on page 5. Our reasons may be a little 
different than Mr. Staal’s. 

Senator Sparkman. I wonder if you could just pick up with your 
recommendations and give us very briefly your reasons for recom- 
mending these four things? 

Senator Capenart. Since we are sort of agreeing with you except 
on a couple of them, you might just discuss those two. 

Senator Sparkman. Yes. We have had a good bit of testimony 
already on this, and I think—— 

Senator CargHart. For instance, give us the reason why it should 
be made permanent, 

Mr. Sriczak. Mr, Chairman and members of this committee, my 
name is George P. Spiczak, vice president of Home Federal Savings & 
Loan Association of Chicago, whi by the way, is the largest FHA 
title I lender among the savings and loan associations in the Nation. 

Senator Sparkman. You have been here before. At least I know 
the other gentleman has, and I believe you have too, have you not? 

Mr. Sprczax. That is correct. 

Senator SparkMAN. Yes, I recall your testifying previously. 

_ Mr. Spiczax. With reference to the recommendation to make FHA 
title I permanent, during more than 20 years of operation in which 
approximately 18 million loans have been insured for more than $8 
billion, title I has demonstrated its basic soundness and has become 
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a vital segment in the overall Federal Housing Administration pro- 
gram. The limited extensions of title I approved periodically by 
Congress have caused a great deal of uncertainty and confusion among 
the participating lenders and contractors. 

The title I regulations require that lenders make extensive investi- 
gations of dealers from whom they intend to purchase home improve- 
ment notes and to set up comprehensive files supporting their dealer 
approvals. Prudent lenders obviously do not like to set up and main- 
tain expensive organizational elements of this kind and to engage in 
long-range planning when faced with recurring expiration dates that 
raise uncertainty as to the continuation of title I. 

On several occasions the passage of continuing legislation has been 
delayed until the expiration date was actually reached or was close 
at hand and there was not sufficient time for FHA to issue proper 
instructions to the participating institutions, and in 1 or 2 instances 
there have been actual lapses of the title I Act. 

Senator, you asked Mr. Staal whether there had been lapses in the 
title I Act. Yes, there was one in 1950. The 1950 housing bill was 
not passed until March of that year. We operated from the fall of 
1949 into March of 1950 without title I being in existence. This 
left lending institutions in the position of continuing to buy paper not 
knowing whether those loans were going to be insured or not. 

Senator SparkMANn. Let me say to you I remember that lapse, and 
I think there is a way of curing it even without making it permanent. 
T am in full sympathy with the need of continuity—that is, knowledge 
that it is going to be continuous—but let me throw out this suggestion : 

Suppose we continued it for 5 years, but instead of waiting until 
the last year, for instance, if it expires June 30, 1961, instead of 
waiting until the spring of 1961 to take it up suppose we took it up 
in ae Would you not agree that that would give sufficient con- 
tinuity ¢ 

Mr. Sprczax. I agree, Senator Sparkman, that would solve the 
problem. 

Senator Sparkman. That would take away from you not only any 
lapse but any fear of a lapse. 

Mr. Sprczax. Correct. 

Senator Sparkman. All right. Suppose you move to the other 
item about the 6-months occupancy. 

Mr. Sptczax. This limitation was originally recommended by FHA 
and adopted into the law with the intention of curbing the use of title 
T loans to assist in the financing of new construction. Another pur- 
pose of the move was to preclude overburdening the new home- 
owner with installment debt. 

It is a fact that both types of abuse are now being fully controlled 
through the closer supervision presently being carried on by the Fed- 
eral Housing Administration over lending programs and dealer opera- 
tions and by the lender’s 10 percent participation in losses. 

I think this committee did a great thing in controlling title I by 
having the lender sort of coinsure 10 percent of each loan. 

Senator Sparkman. It is working nicely; is it not ? 

Mr. Sprczax. It is, yes, sir. The effeet of the restriction has been 
to deny the benefits of the title I program to the new home purchaser 
at a time when he needs it most. Now the new homeowner is required 
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to wait 6 months before obtaining fences, garages, storm windows and 
similar types of improvements unless he has cash on hand. If not, he 
must use other plans of financing usually at much higher rates and 
offering little or no protection from dealer abuses such as FHA title 
I guards against. uta : : 

This 6-month occupancy provision has been the major factor in 
the tremendous decrease evidenced by these figures. In 1953—I will 
just mention dollar volume—there were insured $1,334,287,000 of title 
[ loans. In 1954 that volume dropped to $890 million. And in 1955 
the volume was down to $645,772,000. That isa decrease of more than 
50 percent, A large volume of this paper is represented by storm 
windows, garages, fences, and landscaping. 

Senator Capenart. Is that number of loans or dollars? 

Mr. Sprczax. No, that is dollars. Those are dollar figures. The 
number of loans are also in the statement here. 

Senator CarpHart. What isthe number of loans? 

Mr. Spiczak. The number of loans in 1953 was 2,243,000. There 
has been a steady decrease until in 1955 there were only 1,624,000 loans 
insured. 

Senator Carpemarr. That is individual loans? 

Mr. Sriczax. Yes, sir. This 6-months’ occupancy, as I have men- 
tioned, has been the major factor. 

Senator Caprnartr. Are you interested in this 6-months’ provision 
in order that your bank may make more money or make more loans, 
or just what is your interest ? 

Mr. Spiczax. I am interested from the standpoint of the home I 
purchased, I am paying 5 percent or 6 percent, so I am speaking of 
the interest of the homeowners. 

Senator CarrHarr. Do not those homes have storm windows in 
them ¢ 

Mr. SrtczaK. No, sir. New houses are not sold with storm windows. 

Senator Carenart. Never? 

Mr. Sriczak. There may be some. However, the storm windows of 
which I speak are the combination storm windows. 

Senator Capenart. Title I, of course, is to be of help in rehabilita- 
tion of your home? 

Mr. Sriczak. Any improvements. During the war we had regula- 
tions in effect which exempted all items of installation and of course 
that included storm windows. It was a heat conservation measure. 
These combination storm and screen windows are very important to 
the new homeowner, and I think the new homeowner should be pro- 
vided with the financing under title I. 

Senator Sparkman. Thank you very much. 

Mr. Sprczak. Mr. Heitmann may wish to add a point. 

Senator SparKMAN. All right, Mr. Heitmann. 

Mr. Herrmann, It was our pleasure to appear before your com- 
mittee in 1954, and this is proof that we can sit down together and 
work together to avoid being repetitious and being presumptuous of 
your time. As to your question, Senator Capehart, regarding title I, 
most if not all of the FHA programs are not on a permanent basis, 
and they are renewable each year in lien of a permanent bill, and 
the point which Mr. Sparkman suggests is very much in order. I 
would like to make a second, point. 
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Before coming out here, I called some 37 banks in Chicago day be- 
fore yesterday, and said, “Please give your impression regarding title 
I.” These are the banks that are actually making home moderniza- 
tion loans in Chicago. These are the letters, and I hope to show them 
to your staff members. 

Senator Carenart. There is no question but what they like it? 

Mr. Herrmann. They want $3,500 for 5 years, elimination of the 6- 
months’ occupancy, and no reduction in interest rates. 

Senator Sparkman. Mr. Heitmann, you are a member of the FHA 
title I Advisory Board, are you not? 

Mr. Herrmann. Yes, sir. 


Senator Sparkman. By the way, Mr. Staal did not say, but I be- 
lieve he is a member of that board also? 

Mr. Spiczak. Yes, sir, a member in our area. 

Senator Sparkman. Thank you very much, gentlemen. 

(Mr. Spiczak’s complete prepared statement follows :) 


STATEMENT OF Grorce P. SpiczaK, Vick Present, Home Feperat Savinos ¢ 
LOAN ASSOCIATION or CHICAGO 


I appear before you as a member of the operation home improvement coordinat- 
ing committee of the Chicago Association of Commerce and Industry, which com- 
mittee endorses this statement and as vice president of the Nation’s largest FHA 
title I home improvement loan lender among the savings and loan associations, 
Home Federal of Chicago. Incidently, I am also a member of the FHA Title I 
Lenders’ Advisory Committee. 

On January 16, 1956, I had the pleasure of participating as a panel member, 
in the kickoff luncheon here in Washington, at which Albert M. Cole, Housing 
and Home Finance Agency Administrator, issued the declaration, “Home im- 
provement year, 1956.” Nearly 500 Government and industry leaders attended 
this OHI kickoff luncheon. Mr. Cole quoted from a letter in which President 
Eisenhower asked the Housing and Home Finance Agency to “join with com- 
munities, the building and lending industries, and private citizens in a nationwide 
effort” toward the “renewal and restoration, on a national scale, of old—but 
still sound—dwellings.” 

On January 17, 1956, the member of the FHA Title I Lenders’ Advisory Com- 
mittee and the FHA Title I Industry Advisory Committee concluded a 2-day 
joint meeting here in Washington. Members of these two FHA title I advisory 
groups represent a national cross-section of lenders and industry. Those in 
attendance were: 


LENDERS’ COMMITTEE 


D. Z, Albright, vice president, Security-First National Bank, Los Angeles 54, Calif. 

Edward J. Bray, vice president, Irving Trust Co., New York 17, N. Y. 

Fred W. Heitmann, Jr., vice president, Northwest National Bank of Chicago, 
Chicago, Il. 

Cyril J. Jedlicka, vice president, City National Bank & Trust Co., Kansas City 41, 
Mo. 

W. L. Johnson, vice president, Construction Finance Co., Boise, Idaho. 

E. F. Longinotti, vice president, Union Planters National Bank, Memphis 1, Tenn. 

R. T. Mayfield, vice president, the First National Bank of Fort Worth, Fort 
Worth, Tex. 

J. Andrew Painter, vice president, the First National City Bank, New York 17. 


N. Y. 
G. Merritt Robbins, president, First Bancredit Corp., St. Paul, Minn. 
John M. Sessions, vice president, the First National Bank of Miami, Miami 30, F'a. 
George P. Spiczak, vice president, Home Federal Savings & Loan Association, 
Chicago 4, Il. 
Charles H. Underwood, vice president, T. J. Bettes Co., Houston 1, Tex. 


INDUSTRY COMMITTEE 


R. H. Anderson, Sears, Roebuck & Co., Chicago, Ill. 
D. A. Chalmers, president, Air-Seal Window Co., Melrose Park, Ill. 
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philip H. W. Credan, director, public relations, Edward Hines Lumber Co., 
shica 0 2, Il. 
a Fisher, director, trade sales division, National Paint, Varnish & Lacquer 

Association, Washington, D. C. 

Marvin Greenwood, vice president, Celotex Corp., Chicago 3, Til. 
John H. Haas, Metropolitan Association of General Improvement Contractors, 

Washington, D. C. 

R. S. Hammond, vice president, Johns-Mansville Sales Corp., New York, N. Y. 
Leon Hampton, president, T, L. Rosenberg Co,, Oakland, Calif. 
Thomas Hannah, manager, commercial relations, American Radiator & Standard 

Sanitary Corp., New York 18, N. Y. 

3. K. Heard, Owens-Corning Fiberglass Corp., Toledo 1, Ohio. 
Elias Nuttle, president, the Nuttle Lumber and Coal Co., Denton, Md. 
F. B. Peckham, manager, architects’ service department, United States Plywood 

Corp., New York 18, N. Y. 

George B. Roscoe, director of public relations, National Electrical Contractors 

Association, Inc., Washington, D. C. 

Ray Schaub, president, National Retail Lumber Dealers Association, Whiting, 

Ind. 

B. J. Staal, treasurer, Holland Furnace Co., Holland, Mich, 
Bp. F. Williams, BE. F. Williams Co., Inc., Syracuse 4, N. Y. 
F. S. Heberlig, secretary-treasurer, Loper Bros. Lumber Co., Inc., Port Jef- 

ferson, N. Y. 

Fred Hecht, general retail merchandise and sales manager, Sears, Roebuck & 

Co., Chicago, Til. 

Robert J. Hume, Reynolds Metals Co., Washington 6, D. C. 

Peter H. Johnson, president, Comfort Control Corp., Hackensack, N. J. 

I. E. Joseph, national credit manager, Sears, Roebuck & Co., Chicago, Til. 

D. C. Lingenfelter, Home Modernizers, Inc., Roselle Park, N. J. 

John BE. Marshull, Continental Home Improvement Co., Baltimore, Md. 
Frederick T. McGuire, Jr., the Cuyahoga Lumber Co., Cleveland, Ohio. 

CG. N. Nichols, managing director, NERSICA, Inc., New York 17, N. Y. 

H. R. Northup, executive vice president, National Retail Lumber Dealers Asso- 

ciation, Washington, D. C. 

George Wise, vice president, H. B. Davis Co., Baltimore, Md. 

Eugene Zimmerman, president, Zimmerman Electric Co., Alexandria, Va. 

R. P. Rosenthal, Rosenthal Lumber & Fuel Co., Crystal Lake, Il. 

Paul Shoemaker, vice president, Masonite Corp., Chicago, Ill. 

George E. Whitwell, vice president, Philadelphia Blectric Co., Philadelphia, Pa. 

At the conclusions of the 2-day FHA Title I Joint Advisory Committee meet- 
ings, it was unanimously agreed that recommendations be made to the Federal 
Housing Administration covering the following suggested 4 legislative changes 
in the title I section of the National Housing Act. 

1. Place FHA title I om a permanent basis by eliminating the expiration 
date. 

2. Bliminate the requirement that a residential structure must be occupied 
at least 6 months before it qualifies for a title I home improvement loan. 

3. Increase the maximum amount of loan for improvements to a single-family 
home from $2,500 to $3,500 and increase the maximum repayment term for 
single-family home improvement loans from 36 months to 60 months. 

4. Increase the limitation on loans for improving structures housing two or 
more families from the present maximum of $10,000 to $15,000 and increase the 
maximum term for this type of loan from 7 years to 10 years. 

These amendments to FHA title I of the National Housing Act are necessary 
to make title I more effective in providing the necessary funds for the urban 
renewal program. “Operation Home Improvement—’56 the Year to Fix” and 
the slum elimination and prevention program known as A-C-T-I-O-N, 

Through the Operation Home Improvement campaign, launched January 16, 
vigorous efforts will be made by all segments of the home improvement indus- 
try, including manufacturers, distributors, lenders, dealers and contractors to 
maintain our tremendous number of “middle-aged” homes in livable condition. 
Added to the middle-aged category of residences is the large volume of new resi- 
dential construction that has been carried on since the close of World War II. 
The maintenance of this vast housing inventory is a matter of paramount con- 
cern to the Nation. The program being carried out by the A-C-T-I-O-N group 
as well as the Operation Home Improvement campaign undoubtedly will be of 
great benefit. 
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The A-C-T-I-O-N organization (American Council to Improve Our Neighbor. 
hoods) recently issued a report showing that of America’s 45 million nonfarm 
homes, more than 20 million are in only fair condition and need repair or mod. 
ernization. If this vast need is to be met, it is essential that adequate financing 
be made available within the repayment ability of the American homeowner 
particularly those in the average and below-average income groups. ‘ 

FHA title I can be made more effective in providing a basis for required financ. 
ing under terms and conditions equitable to the homeowner, the industry and the 
lenders. It also provides a substantial degree of protection for the homeowner 
to assure that he receives reasonable value for the money he spends for property 
improvements. 

Current FHA title I regulations as to terms and amounts that may be loaned 
are so antiquated that many of the loans for home repairs and modernization 
formerly made under FHA title I are now being financed on non-FHA plang, 
which for the most part carry finance charges higher than FHA fitle I charges. 
Because the lenders usually set up their own reserve for losses out of finance 
charges on uninsured loans. This places an added expense on many thousands 
of homeowners for the use of money to make desired improvements and does 
not provide the safeguards against dealer abuses now provided in FHA title | 
regulations. 

The recommendations and reasons, therefore, submitted to the Federal Hous- 
ing Administration by the Joint FHA Title I Advisory Committee are outlined 
as follows: 


1. Recommendations: Place FHA title I on a permanent basis by eliminating 
the periodical expiration date. 

Reason: During more than 20 years of operation in which approximately 18 
million loans have been insured for more than $8 billion, title I has demonstrated 
its basic soundness and has become a vital segment in the overall Federal Hous- 
ing Administration program. The limited extensions of title I approved pe 
riodically by Congress have caused a great deal of uncertainty and confusion 
among the participating lenders and contractors. 

The title I regulations require that lenders make extensive investigations 
of dealers from whom they intend to purchase home improvement notes and to 
set up comprehensive files supporting their dealer approvals. Prudent lenders 
obviously do not like to set up and maintain expensive organizational elements 
of this kind and to engage in long-range planning when faced with recurring 
expiration dates that raise uncertainty as to the continuation of title 1. 

On several occasions the passage of continuing legislation has been delayed 
until the expiration date was actually reached or was close at hand and there 
was not sufficient time for FHA to issue proper instructions to the participating 
institutions, and in 1 or 2 instances there have been actual lapses of the title I 
act. ; 

In these situations, the lenders had to suspend operations or continue to report 
loans for insurance under the assumption that Congress would make new legisla- 
tion retroactive. 

The administrative problem for the Federal Housing Administration of at- 
tempting to keep 12,000 financing outlets properly advised under such circum- 
stances has been extremely difficult. Similar conditions would have greatly 
retarded the FHA title II home mortgage insurance program. 

A great many FHA title I lenders have withdrawn entirely from the program 
rather than attempt to cope with such uncertainties. Legislation removing the 
expiration date and placing title I on the same basis as sections 203 and 207 of 
FHA title II would provide confidence on the part of the lenders and all others 
participating in the program, thereby enabling them to set up and maintain 
continuity of operation. 

Congress would not relinquish its supervisory authority over FHA title I 
through elimination of the expiration date. When circumstances arise justify- 
ing changes in the program or even its discontinuance, appropriate legislation 
could then be quickly enacted. 

2. Recommendation: Eliminate the requirement that a residential structure 
must be occupied at least 6 months before it qualifies for an FHA title I home 
improvement loan. 

Reason: This limitation originally was recommended by FHA and adopted 
into the law with the intention of curbing the use of title I loans to assist in the 
financing of new construction. Another purpose of the move was to preclude 
overburdening the new homeowner with installment debt. 
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It is a fact that both types of abuse are now being fully controlled through the 
closer supervision presently being carried on by the Federal Housing Adminis- 
tration over lending programs and dealer operations, and by the lenders’ 10 
percent participation in losses. 

The effect of the restriction has been to deny the benefits of the title I pro- 
gram to the new home purchaser at a time when he needs it most Now the 
new homeowner is required to wait 6 months before obtaining fences, garages, 
storm windows, and similar types of improvements unless he has cash on hand. 
If not, he must use other plans of financing, usually at much higher rates and 
offering little or no protection from dealer abuses such as FHA title I guards 
against. 

“The Joint FHA Title I Advisory Committee is of the opinion that this restric- 
tion represents an undue penalty on a large segment of the home-buying public. 
As an indication of the extent to which this is true several large volume lenders, 
after a careful study, indicate that almost one-third of their home improvement 
financing was for items ordinarily purchased by homeowners during the first 6 
months of occupancy. 

The existing 6-month occupancy requirement is the major factor is the tremend- 
ous decrease in the national total of FHA title I loan volume as evidenced by 
these figures: 


$1, 334, 287, 000 
890, 644, 000 
645, 772, 000 


38. Recommendation: Inerease maximum amount of loan for single-family 
home improvements from $2,500 to $3,500 and increase the maximum term from 
36 to 60 months, 

Reason: The $2,500 maximum was established in 1934. With the vastly in- 
creased costs of building materials and labor it is obvious that a $2,500 expendi- 
ture will not permit the type and extent of repairs contemplated by single-family 
home-improvement loans when the law was originally enacted 22 years ago. 

Under current economic conditions, it is virtually impossible to accomplish a 
rehabilitation job on a single-family house for $2,500 and it is this type of home- 
improvement work that is needed in the fight blight campaigns. 

If FHA title I is to offer full support to Operation Home Improvement and to 
the urban renewal program, the maximum amount of the improvement loan must 
be increased sufficiently to cover the cost of basic rehabilitation work on the 
average single-family dwelling. 

Simultaneously, with the increase of the maximum loan amount from $2,500 
to $3,500, the maximum term of such loans should be increased from 36 to 60 
months to provide for a monthly payment the homeowner can live with. 

The repayment schedule on a $2,500 loan for a term of 36 months calls for a 
monthly payment of $79.85. It would be difficult for the homeowner with average 
income to exceed this monthly payment to any great extent. 

Accordingly, it is recommended that the maximum term be extended to 60 
months to keep the monthly payment at a reasonable level. By so extending the 
term, a homeowner who utilized the full amount of $3,500 would be able to repay 
the loan in monthly payments of approximately $72. 

4. Recommendation: Increase the limitation on FHA title I, class 1B loans for 
improving structures housing 2 or more families from the present maximum 
of $10,000 to $15,000, with a 10-year term for repayment in place of the present 
7-year term. 

Reason: This type of loan can be especially helpful in the urban renewal pro- 
gram, as it offers a practical means of rehabilitating or modernizing the multiple- 
family dwelling. The reasons for increasing the maximum amount and term 
for repayment are essentially the same as those previously given for increasing 
the single-family loan maximum. 

The property improvements that could be accomplished several years ago with 
the $10,000 expenditure on a multiple-unit residential building are no longer pos- 
sible because of greatly increased costs. 

The members in attendance at the joint meeting of the FHA title I advisory 
groups want to express their appreciation to you Senators on the Banking and 
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Currency Committee for the past interest taken in FHA title I legislation, ang 
sincerely request your complete consideration of the recommendations herejy 
outlined and presented to the Federal Housing Administration. 

Personally, I want to thank each of you for permitting me the time to make 
this presentation and also for the courtesies extended in my previous appearances 
before your committee. 

Senator Sparkman. The next witness is Mr. Nichols. Mr. Nichols, 
will you come around, please? We are glad to have you with us 
again. I wonder if we can print your statement in the record and 
have you follow the same procedure. 


STATEMENT OF C. N. NICHOLS, MANAGING DIRECTOR, NERSICA, 
INC., THE HOME IMPROVEMENT CONTRACTORS NATIONAL Asso. 
CIATION 


Mr. Nicuwoits. My. Chairman, I would like to direct most of my 
remarks to my good Hoosier friend, Senator Capehart. . 

Senator SparkMAN. Will you please hold to those 2 points, because 
these seem to be the only 2 in issue. 

Mr. Nicuors. Senator Capehart, I want to mention some towns 
which you and I both know: Columbia City, Goshen, Elkhart, Port- 
land, all little towns that you and I know, because they are in your 
area and where I live. I can assure you truthfully and sincerely that 
without FHA your constituents in those smaller towns would not be 
able buy or would not be able to improve their homes and make them 
livable. 

Senator Capenart. Why do you make that statement? Are you 
intimating that I am opposing it 

Mr. Nicuots. No, sir. 

Senator CareHart. Why did you make the statement ? 

Mr. Nicuots. You have been talking on the permanency of it. 

Senator Carenart. I am just taking the position that in my judg- 
ment part of the success of the FHA title I has been due to the fact that 
it has not been permanent, and that in order to make a record it had to 
come before Congress and justify its existence, and as a result of that 
you have been better off. 

Mr. Nicwots. Of course, it is my understanding that Congress is 
supposed to review the programs of the Government every so often, 
and I think that you could have a permanent organization. Of course, 
there is always going to be somebody on the Senate or the House Bank- 
ing and Currency Committee who will want to look into what FHA 
or any Government agency is doing. 

Senator Sparkman. Is not the principal thing you are interested in 
the continuity ? 

Mr. Nicuots. Yes, sir, the smaller banks especially, and that is the 
reason I mentioned those little towns that I know. 

Senator Sparkman. You heard the suggestion made, and do you 
not think that would do it ? 

Mr. Nicuots. No, sir. I have been down here around Washington 
since 1927, going up and down the halls of Congress, and I would 
again say, Senator, that if you investigated it and reviewed it in 1960, 
it would still be June 30, 1961, before any legislation was passed. 
Therefore, you are up against the same thing you are up against now. 

Senator Carrmartr. The only way you can avoid that is to have a 
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dictatorship. As long as you are going to have a representative form 
of government, you are going to be up against that sort of thing. 

Senator SPARKMAN. Suppose we go to the second point. 

Mr. Nicxors. The 6-months’ occupancy—I want to say that due 
to the fact that the people we represent in NERSICA are doing at 
least 50 percent of the total volume of business of the insured loans 
and the total number of loans, we kind of think we know how people 
and how lenders and how the whole industry feels about it, and when 
we talk to you we think we are talking as experts. I just want to read 
from my prepared statement to that fact. This has to do with the 
6-months’ oceupancy. I call your attention to page 4. 

It isa distinct disadvantage of the small income couple who purchase 
a home, which in layout and surroundings suits them perfectly. The 
builder, in order to bring the price of the new home down to a cost 
these prospects can afford to pay, has had to eliminate many modern 
conveniences. These include, among many other items, combination 
storm windows and doors, awnings, jalousies, and screening and many 
other articles. All of these will make the home more livable and less 
expensive to keep up. He has enough money to make the downpay- 
ment on the new home and keep up monthly payments, plus the ccd - 
tion of one or more of the needed improvements which would add to 
the comfort and pleasure of his new home. He does not want to wait 
6 months to do this. His wife and he are absolutely satisfied with the 
layout of the home itself, with the surroundings, and so forth, with 


just a few things that would make it more livable when he moved 
into it, and I think that is something that you ought to consider, plus 
the fact, Senator Capehart, that you had more to do with cleaning 


up the home-improvement business than any other man in the world. 
What this has done is that it has actually played into the hands of the 
unscrupulous contractor. He can get his financing, but it is not con- 
trolled financing. ‘Three banks, or 4 or 5 banks in 1 city may have 
different rule Seacbion One may be strict and one may not. 

Senator Caprmart. There is an example here of storm windows. 
That is something that does not come with a new house. What else 
does not come with a new house ? 

Mr. Nicos. Lots of houses are built without screening. 

Senator Cargenart. Under title I, he can borrow for screen doors. 

Mr. Nicuots. Oh, yes, they are notexempt. Ina great many houses 
bg bathrooms are not finished, at least not as nice the they would 

ike it. 

Senator CareHart. They also have heat, of course? 

Mr. Nicnots. Yes, sir. 

Senator Capenart. They also have lights, of course ? 

Mr. Nicnots. That is right. It takes many things that will make 
that house more attractive to that young couple, and they do not have 
to wait 6 months to doit. They getin. They have all their furniture 
there. They have everything done. They have their shrubbery 
planted, and you have to tear it all up in 6 months, if they do not do 
it all right away. 

Senator Caprnart. Title I excludes shrubbery, does it not? 

Mr. Nicuors. I believe that is now in the list that is not insured. 

Senator Sparkman. That is out. 

Mr. Nicnoxs. I think shrubbery is not banned by law. It is banned 
by the FHA, but the thing is that it has created attractive bait adver- 
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tising in the home-improvement field. It is a fertile field, and you 
have a chance to make a bait item out of it. 

Senator Carenarr. You have two programs here. One is making 
it permanent and the other is the 6-month occupancy. I am begin. 
ning to see some justification for eliminating the 6-month oceupancy 
but I am still a little puzzled on making it permanent. 

Mr. Nicuors. If this unscrupulous storm-window contractor could 
not finance it, it would be all right, but the trouble of it is there are 
unscrupulous banks, too, Mr. Capehart, as you know. Suppose these 
banks will extend credit? What is their discount rate? It runs up 
to $9 a hundred, and all of the banks that I know of are at least $6 
a hundred, and a great many of them are $7. You are making these 
young people spend more money than they should, and also you are 
driving them to an unscrupulous contractor. 

To take an example of these bait advertisers, Senator Capehart, 
we happened to be able to question some of them who advertised a 
window at $7.77, and we analyzed the wholesale records—and I will 
put it into the record if you want it. I can send you a eopy of it. This 
one salesman averaged over $6.40.a window. 

Senator Capemarr. You are beginning to sell me. If he is going 
to buy storm windows 6 months after he buys the house, he might as 
well buy them when he buys the house. That is good salesmanship. 

Mr. Nicuots. Would you like to have a copy of that? 

Senator Sparkman. One reason that was put in was because we 
thought we were getting at the bait advertising. 

Mr. Nicwoxs. You were not. 

Senator SparkMAN. If you can submit some material 

Mr. Nicuots. I can submit it. We have it in our files. We have 
this review of one salesman’s records, and I think that will convince 
my Hoosier friend and my good Alabama friend. 

Senator SparkMAN. Thank you very much, Mr. Nichols. 

(Mr. Nichol’s complete prepared statement follows :) 


’ 


STATEMENT oF C. N. NrcHOLS, MANAGING DIREecToR OF NERSICA, INC., THE HOME 
IMPROVEMENT CONTRACTORS NATIONAL ASSOCIATION 


Mr. Chairman, I am C. N. Nichols, managing director of NERSICA, Inc., the 
Home Improvement Contractors Association. I represent and have appeared 
before you for many years, in behalf of home-improvement contractors who 
represent approximately 50 percent of the total dollar volume and total number of 
contracts insured under title I. 

It is only title I of the National Housing Act which interests our type of home 
improvement contractors. They perform no services on new construction and 
are not affected by public housing. They install or apply principally roofing, 
siding, insulation, combination storm windows and doors, metal awnings, 
jalousies, modern kitchens, fire alarms and garages, all of them for old homes. 

Their sales represent the establishment of a lifetime investment to purchasers. 
A large percentage of those to whom they sell are in the low-income brackets. 
These buyers are the most responsible group in America—those who have in- 
vested in a home which they possess in their own name and are trying to keep 
in a livable condition. 

Well-maintained homes are an essential national asset. 

The Department of Commerce estimates the complete home improvement and 
modernization market of the United States in 1956 will be approximately $13 
billion. This estimate was made prior to start of the many promotional cam- 
paigns conceived this year to arouse interest in improving property and eliminat- 
ing blight areas. 

These promotions include our own National Home Improvement Month in 
March, Operation Home Improvement and Action, both year-round progranis. 





HOUSING AMENDMENTS OF 1956 713 


Also there are dozens of special contests with prizes ranging from $1,000 up to 
2100,000 being conducted by magazines. The airwaves are nightly filled with 
suggestions that now is the time to fix up your home. 

' When you consider the contractors I represent do approximately $6 billion 
of all home improvement dollar volume, I believe I can unhesitatingly claim there 
are few who represent interests in the home improvement business who can 
speak with more authority on what is good and bad about title I or the things 
which will make it more effective in the interest of the homeowner. 

Mr. Chairman, the home improvement dollar volume presently equals new home 
construction. Weare not now as in several years past discussing a minor business 
section of the construction industry. 

Many lending institutions because of State laws cannot make unsecured loans 
without FHA; State laws vary and in many instances amounts, terms, and rates 
are less favorable than permitted under FHA title I; rural banks would have to 
discontinue making unsecured 3-year consumer finance loans because they cannot 
diversify their risks. The only lending institutions who could continue to finance 
home improvement no-recourse loans are those in metropolitan cities. Title I is 
a “must” if the job of maintaining the present housing inventory of close to 
50 million units in a livable condition is effected. This is a vast country, and 
there are areas where local adjustments are taking place. Without the all-out 
help of the local banker, who is dependent on FHA title I, a continuing home- 
improvement program is impossible. 

Please, Mr. Chairman, will your committee consider and approve the following 
recommendations from this $6 billion segment of the home-improvement industry : 

1. Title I legislation should be placed on a permanent basis. 

When FHA title I was in an experimental stage it probably was all right to 
exist on a temporary basis. I believe this is the 15th extension asked for title 
I. Surely, Mr. Chairman, after 20 years of operation there can be no doubts 
as to the value of title I as a permanent Government agency. 

After so many years of successful operation can it conceivably be factual 
that a going agency can be a “temporary one”? 

We say no. 

2. We recommend that the maximum amount of a loan under title I be 
increased on a single-family home from $2,500 to $3,500 and increase 
the maximum repayment term for single-family-home-improvement 
loans from 36 months to 60 months. 

In connection with this we further recommend that the FHA be given power 
to establish a breaking point for extended payment terms up to 60 months. 
We believe $1,200 should be that breaking point. From that point ($1,200) to 
the suggested $3,500 loan limitation we recommend the repayment terms should 
be extended to 60 months. 

Possibly lower discount rates should prevail above the present $2,500 loan 
limitation. 

I respectfully call your attention to testimony on this matter as contained in 
the report of hearings on H. R. 5827 on Housing Amendments of 1955. The 
testimony begins on page 628 of that volume. 

The maximums in the present FHA title I are “horse-and-buggy-day limits.” 
Today’s costs do not permit many needed essential repairs, modernization and 
additions to a very large percentage of the homes. 

It is becoming almost impossible for a homeowner to make all necessary repairs 
to insure a livable home if he insists on an automobile, radio or television and 
many other consumer-financed luxuries. Unfortunately, he too often lets the 
roof go bad, the siding drop off or pays extra heating costs because of the lack 
of insulation or combination storm windows and doors. Then suddenly he is con- 
fronted with an overdue necessary maintenance-repair job which, because of 
neglect, is higher than it would have been if done in time. 

Payments for the necessary improvements become a burden if the homeowner 
must pay in 86 months. An $800 repair bill will cost him under FHA title I $25.56 
per month ; a $1,000 job, $31.94; and a $1,200 job will amount te $38.34. This is 
just too much, and yet these payments are for permanent, necessary items of 


expense. 

There is another very important reason why insured loans should be larger 
and payments extended. ‘This affects a part of the Federal Housing Act of 
1954, which is near and dear to all—the rehabilitation of slums and blighted 
areas, 

Section 220 of that act is designed to establish within FHA a means for a city 
to work out a well-rounded neighborhood-improvement program. As you are 
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aware, loans can be obtained for the rehabilitation of existing dwellings in Spe- 
cific older neighborhoods and financing can be arranged on new construction pro- 
jected in these established blighted areas. A well-defined plan, approved by 
FHA, must be worked out by city authorities, after which loans may be insureg 
up to 90 percent of appraisal value, with amortization periods up to 30 years 
and interest at 4% percent. This section 220 plan may be used to cover pur. 
chases plus rehabilitation, refinancing plus rehabilitation or for new construction. 

Both the real-estate and homebuilding interests have special programs for 
pushing this very worthwhile Government program. Great success is expected 
and already several cities are engaged in completing final arrangements to par. 
ticipate in the plan. 

The establishment of such programs in any community will have what is 
termed “fringe areas.” These are the sections immediately adjacent to the 
blighted area. Homes and buildings have been permitted to deteriorate in these 
“fringe areas,” due to the slum condition adjacent. With the improvements up- 
der section 220, the owners of the “fringe” buildings will want to bring them up 
to at least the standard of the former blighted area. 

Because these buildings have been neglected, the absolute necessary repairs 
will be high, in many instances higher than the $2,500 limit allowed under the 
present FHA title I terms. The payments on the present 36-month limit would 
be impossible, so in a majority of instances a new blighted area is established 
adjacent to a former blighted section. This would destroy the expense and 
effort to eliminate the first area. 

Now, if larger insured amounts and longer payment time were granted, these 
“fringe areas” could also be improved under FHA title I. As an example of 
the difference in monthly payments, compare the following payments under a 
6-month-payment plan with the amounts I have indicated above for specific 
sums under a 36-month-payment plan: $800 would be $16.67 per month; $1,000, 
a payment of $20.84 each month; while $1,200 would require a monthly outlay 
of only $23. You can see this is quite a difference and could permit the “fringe 
areas” to be rehabilitated too. 

3. Eliminate the requirement that a residential structure must be oc- 
cupied at least 6 months before it qualifies for a title I home-improve- 
ment loan. 

Congress, following the Capehart committee investigation, placed in the Na- 
tional Housing Act of 1954 a provision which forbids the insuring of a title I 
improvement loan on a new home which has not been occupied for at least a pe- 
riod of 6 months. This is commonly known as the “6 months’ occupancy legisla- 
tion.” 

In the heat of the Capehart investigation several cases were exposed where the 
improvement contractor had unethically cooperated with a prospective home- 
owner. 

In the instances brought out, the contractor would establish title I loans which 
would include a sufficient amount to furnish the prospective homeowner with the 
down payment on his new home. 

No responsible or reputable contractor, such as those who subscribe to 
NERSICA’S code of ethics and are members of the association, condone these 
or any unethical practices. But they must suffer along with new and honest 
homeowners for the acts of a small, infinitesimal percentage of the contractors 
and new-home purchasers in our country. 

In my opinion this legislation was enacted under what might be called a 
“scare” or “panic” atmosphere brought about by the investigation. I do not 
know how many violations of this kind were found, but there is one thing I 
know, and that is when compared to the millions of improvement loans secured, 
the restriction is most unfair to the homeowner. 

It is a distinct disadvantage to the small-income couple who purchase 4 
home, which in layout and surroundings suits them perfectly. The builder, 
in order to bring the price of the new home down to a cost these prospects can 
afford to pay, has had to eliminate many modern conveniences. These include, 
among many other items, combination storm windows and doors, awnings, jalou- 
sies, and screening. All of these will mae the home more livable and less expen- 
sive to keep up. He has enough money to make the down payment on the new 
home and keep up monthly payments, plus the addition of one or more of the 
needed improvements which would add to 
home. He does not want to wait 6 months 

Mr. Chairman, the adoption of the “6 months’ occupancy” 
tional Housing Act of 1954 has played into the hands of the unscrupulous 
contractor. 
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Particularly, it has helped the “bait” advertiser. He’s the guy who makes an 
alluring offer to sell something which he does not actually intend to sell, tries 
not to sell or deliberately avoids selling. This “bait” advertiser has replaced 
the “dynamiter”. 

He has no trouble getting financing. 

He turns to the private bank plans in the metropolitan centers where he mostly 
operates. His bank has no requirement that a new owner occupy the home 
6 months before installing or applying an improvement ; his bank does not require 
that a homeowner must file a completion slip before payment is made him; 
his band does not require him to wait 6 days after completion of a job to 
collect his money, aS a protection to the homeowner; his bank is not subject 
to any of the splendid regulations established by FHA since the investigation. 

Only if the homeowner deals with a user of FHA title I loans can he be 
sure of ample protection. 

The sad part about the poor homeowner is that he is paying more charges for 
the opportunity of an unethical “bait” advertiser to cheat him. The private- 
bank plans which will serve this type contractor have discount rates, never less 
than 6 percent and up to 8 percent. 

They can take a chance. 

Only the elimination of the 6 months’ requirement on loans, so these home- 
owners can utilize the 5 percent FHA rate, will afford an opportunity to the 
homeowner to keep out of the clutches of these leeches on society. 

Please remember your small-income constituents when considering this 6 
months’ occupancy legislation. 

Finally, we suggest that in your final judgment you take into account the 
complete and thorough job of reorganizing the title I division of FHA. Com- 
missioner Mason and the splendid assistants he brought in have done a mar- 
yelous job in restoring order to a chaotic situation which resulted from the 
investigation of FHA. 

Give this new $13 billion business a continuing tool with which to effectively, 
efficiently, and cheaply serve the homeowners of America. 

Especially I appeal for the 100,000 contractors in the United States who are 
responsible for more than a half-million employee families, dependent on liberal- 
ized FHA title I terms and regulations as outlined in this statement. 

Thank you Mr. Chairman. 


Senator Sparkman. Monsignor O’Grady has been with us fre- 
quently, and we welcome you back, sir. We have your statement here. 
You do not have to read it. It will be printed in the record as a whole. 
I wonder if you cannot just talk to us. 

Without objection, I want to put in the record a letter we received 
from Senator Thye, relating to FHA Title I. 

(The letter referred to follows :) 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C., March 28, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington 25, D.C. 


Deak CHAIRMAN FULBRIGHT: Within recent weeks I have received inquiries 
with respect to the proposal of making bulk steel milk tanks eligible for financing 
with FHA title I property-improvement loans. With specific reference to my 
own State of Minnesota, I should like to mention at the outset that the merit 
in this proposal will become, in my opinion, more apparent as my State moves 
forward in the program of improving the facilities of the dairy producers who 
would be the beneficiaries of the proposal should it be effectuated. 

In recent discussions with officials of the Federal Housing Administration 
I have learned that the Federal Housing Administration does not believe it 
can properly extend eligibility for financing with FHA title I property-improve- 
ment loans in view of the expressed intent of Congress. Now in this connection 
I find that congressional intent has never definitely established the ineligibility 
of bulk steel milk tanks, but rather the administrative interpretation of con- 
gressional intent appears to preclude eligibility on the basis that such tanks 
come within the “equipment” category. 
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Since your committee is presently holding hearings on pending legislation 
relating to the National Housing Act, I felt it desirable to write you at this 
time and bring to the attention of the members of your commitee the proposition 
of making bulk steel milk tanks eligible for title I loans. I very much hope 
that your Committee will give the question most careful consideration. Fro, 
all indications no substantive legislation would be necessary, spelling out spe. 
cifically the eligibility of bulk steel milk tanks, but the intent of Congress estap. 
lishing such eligibility could be incorporated in your committee’s report. Ac. 
cordingly, I would respectfully urge your committee to declare congressiona) 
intent of making bulk steel milk tanks under title I eligible for improvement 
loans. 


Sincerely yours, 
Epwarp J. Ture, United States Senate. 


STATEMENT OF RT. REV. MSGR. JOHN O0’GRADY, SECRETARY, 
NATIONAL CONFERENCE OF CATHOLIC CHARITIES 


Father O’Grapy. I would like to emphasize certain basic concepts in 
this very confusing situation, as I see it, which is becoming more con- 
fused, in my judgment, each day. I believe that American cities are 
facing a major crisis in their housing and redevelopment programs 
at the present time, and if the movement of population toward the 
suburbs continues at its present pace the time may be soon at hand 
when only the wealthy and the poor can live within the confines of 
American cities. I do not want to accept that entirely, but I think 
that it is a grave danger. One can hardly underestimate what this 
will do to all the services that have already been built up within our 
cities, such as schools, universities, hospitals, health facilities, and 
churches. 

We have, of course, an entirely different concept of slum clearance 
than when it was first developed in the early thirties and through the 
years of the depression. We did not have an expanding economy at 
that particular time. We had a contracting economy. Now we find 
ourselves in an expanding economy. It was our notion in regard to 
the slum clearance that we wanted to provide housing for poor people, 
and we wanted to provide work at the same time. 

We thought that the clearing out of the slums was a good work pro- 
gram and sound work program in the days of the depression, and that 
we had to build one for one, that when we cleared out a slum we were 
supposed to build a house on that same spot. In other words, we want- 
ed to tie up closely this whole question of rehousing with the actual 
clearance. We thought they were part of the same thing. Now we 
have separated them widely, and the people in both areas in the local 
and national level are scarcely on speaking terms. 

We have another concept that I want to develop, because I think 
it is basic here, and that is the struggle for city land, which I believe 
is a basic economic and social question. There is a great deal more 
competition for land at the present time than there was in the thirties. 
The highway people are taking land, acquiring land, to build high- 
ways. Then the promoters of new health centers, new hospitals, new 
campuses in the downtown areas of our cities, and nearly all the users 
of this city land, want to make provision for themselves. They are not 
satisfied with what they now have, they are looking ahead. Hospitals 
I see are looking ahead. You find them in whole areas of land allocated 
for housing. When all the contenders for land have gotten their 
shares and are not yet satisfied, you find the amount of land set aside 
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for purposes of housing has gradually gone down and down and down, 
and there is very little left now to rehouse the people under section 221. 
That is a very serious problem, and I think it isa basic problem. __ 

We find in Senator Sparkman’s bill and in Senator Lehman’s bill 
this idea of more careful study of land use, and that would be a basic 
question. If these people were working together they would find it 
to be a different story. They might reach an agreement as to land, but 
now it is a question of confusion, and it is not all in Washington. It 
is also in the local communities that I know about. I have not been in 
all communities, but I have been in about 20 of them during this past 
year. 1 drift around a good deal and see a good deal of this situation 
first hand. 

There is another question. It is very interesting to watch the tug 
of war going on in the various cities at the present time, and it is hard 
to discuss these questions in the cities. For instance, take this ques- 
tion of relocation. I have in my statement, for instance, a section on 
that entitled “Heat and Light in Relocation.” I find there is very 
much heat but very little light. But I find in these cities that you can 
hardly discuss that problem anymore. People say, “We know that.” 
I said in Chicago not many days ago m a meeting in Hyde Park that 
in my opinion it is very necessary, for where are these folks going to 
go. I said to them, “Mr. Downs, couldn’t you take me to these places, 
these housing units in which you are going to locate these families?” 

Finally he said, “There aren’t any.” 

In many places you raise that question of whether or not they are 
going to get ahead with clearance because of the shortage of housing 
supply. The newspapers tell me, “We can’t print that statement in 
our papers, because we are committed and the mayor is committed to 
that sort of program. The city officials are committed, and there is a 
big investment in that program.” 

That is one of the roadblocks ahead in this program. 

Ask them about relocation, and of course they tell you about public 
housing. I notice all the real-estate people, the homebuilders, want 
toeliminate public housing. They say it isnot needed any more. Well, 
sometimes I wish that were true, but it doesn’t accord with any facts. 
Any real first-hand study of the situation would show that. I don’t 
know whether they found any facts. I have not been able to find any. 

Of course, we first were thinking about public housing for poor 
people and the low-income wage earners. Now we have been pushed, 
I think more by the real-estate Seana, into a corner, where we are only 
taking care of the middle-income classes. The result is we have a 
considerable log of broken families, families without any heads. I 
am raising the question and I think it is due in part to the lack of an 
adequate supply of housing in this field to meet the needs for relocat- 
ing these folks that we are moving from the slums and from the other 
clearances, all the other clearances, due to Government action. We 
have got to find a place for them to go. We do not have any place, 
as I see it, by and large, for middle-income families. I would be glad 
to move around in my city with these homebuilders and have them 
show me where we can house these people that are going to be dis- 
placed due to this clearance, and I do not find any takers. Of course, 
they will tell you, those opposing public housing, that there is a reser- 
voir, but I am not sure whether it is too poor a reservoir without a 
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more adequate supply. I do feel that we need to take a new look into 
public housing, just like we do all the time. We need to be constantly 
studying these things, as this committee has been doing so very well, 
I think we need more systematic research in this field all the time— 
continuous research—and I think that is a real challenge in this areg 
of the public-housing program at the present time. 

I have been an oldtime advocate of public housing, because I cannot 
find any other substitute. We have been challenging the real-estate 
people. I remember I saw them at the period of the late Senator 
Taft’s committee in 1944, and challenged them to point to a substitute, 
and we have been challenging them ever since and we have not yet 
been able to find a substitute. They are doing fine for the upper 
middle income groups. They are doing fine for those who can afford 
to pay for housing—the housing units that they are building at the 
present time—but I still challenge them to produce. I said the same 
thing to the President’s committee and the President’s committee 
agreed that we ought to be continuing public housing at the present 
time. I believe they have had time to face the facts. They made some 
headway in facing the facts, but apparently my friends the home- 
builders are not ready to face the facts just yet. 

This question of middle-income housing has been plaguing us ever 
since the war, and we have had, of course, all sorts of solutions. 
Especially it has become a more acute problem due to this whole 
question of urban renewal and urban redevelopment, and of course 
I am greatly concerned about many aspects of that program. I get 
all sorts of letters from people who tell me they are confused about 
it. They do not know exactly where it is taking us. 

I believe in clearing the slums, of course, but it is not a question 
anymore of merely slums; it is a question of the whole future of our 
cities. So it isnot a simple question anymore. 

During the war, of course, we did succeed under FHA in building 
a large volume of middle-income housing, but since that time we have 
not made very much progress. As far as I can see, we have had these 
new implements that have been added to the act, the amendments 
of 1954, with which you are still struggling, especially section 221. 

I am greatly concerned about what some people tell me about 
section 221—that it is designed to house people in the suburban areas 
and move them out of the cities. In other words, they want to gc 
along with the trend. It is inevitable that people are going to have 
to move, of course, and I ask, “Are you going to keep on going until 
you get to Milwaukee? Where is the limit?” And people are not 
facing that yet, the immense cost of spreading out cities over wider 
areas. What is going to happen in the downtown areas? People 
tell me that the land is too expensive to rebuild downtown—to rebuild 
for these families. I have been over this in a number of places. 

I am glad, of course, to support these proposed new implements 
the administration is proposing in section 221 to make it more palat- 
able to the homebuilders. I hope that of course we may get some 
leadership here from FHA. FHA today reminds me of a person 
who is running scared. For instance, I suggest time and again, 
“Why don’t vou go out and assume some leadership?” I want to take 
them around to meetings that I hold in these various local areas, and— 
well, when I take them to the meetings I sometimes wonder whether 
they have done me more harm than good, whether they have done 


or 
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more harm than good to the cause that I am interested in, which is 
the rebuilding of these areas and the slum clearances, because that 
is a very important question as I see it in this whole business. I get 
the impression sometimes talking to these builders and city planners 
that they are going to keep on clearing out whole areas. There are 
areas in our cities in which spot clearance would be adequate and in 
which you could do a good job of converting houses that are too large 
into multifamily houses. That is a question that I find in many cities. 

What are you going to do about arresting the spread of blight? 
We have had a lot of talk about that around here, but I have not found 
any of it yet. I would like to find it. I have traveled hundreds of 
miles to a place where an area is beginning to deteriorate. You find 
it is deteriorating around the edges, and then you have possibly some 
land that can still be used for new housing units, and you have some 
units that should be removed. I have been talking about that in 
Chicago and several areas. I honestly have not been able to make 
much progress. I get some encouragement from some of the cities; 
from the FHA, not very much. Of course, they do have a hope, I 
find, that something will happen if these new implements are added 
io section 221, but there I think we need to get down to realities in 
these matters. It is not easy, because you have all of these forces con- 
testing against one another, running over one another, and now to 
make sense out of it is a very difficult question. That is the question 
confronting this committee, as I see it. Each one talks about his own, 
and it is very, very difficult to decide where we stand at this present 
time. I hope that we may be able to face that. 

About the rebuilding of areas that have been cleared, setting aside 


part of that land for middle-income housing, here and there I find 
some enthusiasm among the builders, but not a great deal, not as much 
as we would like to see. I think that is the real problem—how you 
are going to inveigle private capital into that field. I am hoping that 


instead of just attacking public housing the homebuilders would get 
together and all these business interests could be gotten together and 
work together and do what they can in the way of educational propa- 
ganda which would induce people, some of their own people, to get 
into the field and to try to remove the obstacles that are placed in their 
way locally. Because there are many obstacles locally, too—in regard 
to getting capital, people who have capital, lenders, banks, all these 
credit institutions, to invest their capital in this field and not just 
be waiting around and talking about the lack of incentive, talking 
about the beating they took under section 608. I think we have got 
to get new leadership in this field. I think that is the real question, and 
I think that this committee deserves an awful lot of credit for what 
it has done. 

We used to attach a great deal of importance—I used to and I still 
do—to the possibility of cooperative housing. I was very interested 
in section 213 of the act, and I have tried to experiment in a few 
places, but I have made very little progress. I think it has possibil- 
ities, but. I think here we are dealing with mass housing. In other 
words, we think about middle-income housing, but we are thinking 
about mass housing. I think we have to adopt all sorts of approaches 
to it. I think cooperative housing is one approach, and I think that if 
we could ever get underway in cooperative housing it would help. I 
think so far we have made very, very little progress. 





720 HOUSING AMENDMENTS OF 1956 


I mentioned, of course, the possibilities under section 221, with the 
new incentives that are proposed, and then I see the possibility, too, 
of another approach, and that is the approach that 1s suggested in 
some of the bills dealing with housing for the aged, and that is this 
college loan approach. I am not so sure that it would produce hous- 
ing en masse, but I think it might induce some of these local groups 
that have been developing some interest in housing at the present 
time to go ahead. I think it may be another incentive. That is going 
to be a real challenge, as I see it—and it is a challenge that I am 
offering the business people who are involved—that if.they.do not 
go ahead and get private capital invested I am afraid that they are 
going to be confronted before many years with a bigger problem of 
public housing than they are at the present time. That is a challenge 
that I am offering them at the present time. 

Senator Sparkman. Father O’Grady, may I ask you about some. 
thing? 

Father O’Grapy. Yes. 

Senator Sparkman. I have gone on ahead and read your entire 
statement. I have enjoyed the presentation that you have been mak- 
ing, and I do not like to suggest cutting it short. 

Father O’Grapy. I want to say one word. Referring to housing 
for the aged, that is a problem in which I have been interested for 
many years. I have done some of the work, and I have kept up my 
research in that field of the aged. I think that this approach is very 
useful, and I think that the committee is to be congratulated on the 
basis of its very excellent study. I think this program has to be a 
very flexible program, as I see it, because I think in terms of the study 
I have made in many areas it has to be flexible. I still think there 
is a problem of helping them in remaking old houses and in conver- 
sion. There is a certain conversion problem in there, as I see it, and 
it is a problem that needs to be faced on a very broad scale. I think 
including a certain percentage in public housing I would support 
also—I think that is a very useful approach. I think the FHA 
approach is all right but I do not see any great hopes for any large 
program in that field of private investment. 

I think I am strongly in favor of this commission for a study, 
continuous study, in this area. That is about all I have to offer. I 
am grateful for this opportunity. 

Senator SpaRKMAN. Thank you. We are always glad to have you 
with us. 

(Father O’Grady’s prepared statement follows :) 


STATEMENT OF Rr. Rev. Mser. Jonn O’Grapy, SecreTARY, NATIONAL 
CONFERENCE OF CATHOLIC CHARITIES 


HOUSING, URBAN RENEWAL, AND THE PLIGHT OF OUR CITIES 


Movement of population and the spread of blight 


I believe that American cities are facing a major crisis in their housing and 
redevelopment programs. If the movement of population toward the suburbs 
continues at its present pace the time may be soon at hand when only the 
wealthy and the poor can live within the confines of American cities. One can 
hardly underestimate what this will do to all the services that have already 
been built up within our cities, to our schools, to our universities, to our hospitals, 
to our health facilities, and to our churches. And if this population drift should 
continue over a long period of time, what are now regarded as suburban areas 


will not escape the same blight that is plaguing the entire central areas of our 
cities. 
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Barly concepts of slum clearance 


When the concept of slum clearance was first developed in the depression 
days of the thirties, people thought of the clearing of the slums as a good in- 
yestment. Slums were very expensive to maintain. They did not bring much 
in the way of taxes and the cost of servicing them were mounting year by year. 
The slums had become a menace to the welfare of the people. They were breeding 
places of vice, of crime, of ill health, of high infant mortality. The clearing of 
the slums did not present any of the relocation problems that we have today. 
They were to be cleared step by step and the building of housing units for the 
slum dwellers would keep pace with the clearances. Building of new homes for 
slum dwellers, like the clearance of slums, was a very useful form of public 
work. It helped greatly to lift the load of unemployment. Moreover, in those 
years the supply of housing relative to the population was fairly adequate. We 
were living in a contracting economy rather than an expanding economy. 


The struggle for city land 


Slum clearance today is entirely different from what it was in the thirties. 
There is a great deal more competition for land on which the slums now stand. 
The highway people acquire this land in large volume to build superhighways, 
without regard for other potential uses. Promoters of new health centers and 
new hospitals want their fair share of it. Educational institutions want to build 
campuses on slum land. Operators of bus terminals and promoters of super- 
markets also want it. Nearly all the users of city land want to make provision 
for future expansion of their facilities. Before land is allocated to the various 
contenders for its use, much of what was originally designed for rehousing has 
been allocated for other purposes. 

It is very interesting to watch the tug of war for the use of land that is going 
on in the various cities in the United States at the present time. In many places 
one cannot easily discuss the ramifications of this battle. Many large business 
interests are already involved and they feel that their investments will be greatly 
threatened by any public discussion. 

It is challenging to watch the forces that are associated with the deterioration 
of city slums. One can see nice homes, originally intended for one family, 
converted into multifamily houses and then into boarding houses, but as the 
process of deterioration goes on the amount received in the way of rentals keeps 
increasing. The real-estate speculators who have invested in the slums are 
making vast sums of money. Sometimes it is clear that city officials may be 
involved. They are aware of the fact that Government will soon acquire large 
blocks of this land and will pay writedown costs. In the light of this situation 
one can understand why it is so difficult to develop a social organization that 
will have sufficient strength to resist the spread of blight in our cities. 


Heat and light in relocation 


In studying the cities in which new development programs have been launched 
there is no question in regard to which we have so much heat and so little light as 
the relocation of the large number of families that have been displaced by Goy- 
ernment action. It is very difficult to get an objective study of this question. 
Officials will tell you, “We have made some progress in solving this problem.” 
But when you ask these responsible people to take you to the places in which 
they propose to relocate families that have to be cleared out of a certain area 
there is no response. One has to accept their statements on faith. 


Public housing and relocation 


Public housing is a basic resource in the relocating of families that have been 
displaced by Government action, but one is constantly reminded of the fact that 
public housing is confined to low-income families. One does not have to move 
very far in our cities before he learns that it is extraordinarily difficult for the 
lower levels of true wage-earning groups to find admission to public housing. 
A more careful inquiry wil lead one to the conclusion that some cities are lifting 
the income levels so as to make it possible for a certain quota of wage-earning 
families to be admitted to public housing. 

When one considers the fact that preference is given to relief families, which 
means considerable blocks of broken families, and when one considers moreover 
the limited supply of public housing, one can understand the limitations of public 
housing as a resource in meeting the needs of these families. If public housing 
is to be our real resource in the relocating of families in our cities, we ought 
to take a new look at public housing. We ought to see how far it is providing 
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for the lower echelons of wage-earning families. We ought to find out, more. 
over, what is being done to build up the standards of life of families with low 
moral standards. This is a challenge to all people in the housing field. It js a 
challenge to all welfare organizations. There is nothing more distressing today 
than to witness the chasm between the housers and the welfare groups in meeting 
the problems of broken families. 


Middle-income housing 


Through the last 15 years the question of middle-income housing has been a 
basic question in American cities. During the war, Government built a large 
number of houses for war workers that might be regarded as middle-income 
families. Sufficient incentives were provided under FHA to bring a large amount 
of capital into the field. Since the war, housirg for middle-income families has 
become a moot question. It has been suggested by some people that we need 
the same sort of subsidy for this group that we have in public housing. While I 
have been willing that subsidized public housing should be extended to 10 per- 
cent of the housing supply, which was an underlying principle of the 1949 Hous. 
ing Act, I am not willing to accept public housing beyond this point. It is my 
hope that we may be able to find sufficient incentives so that private enterprise 
may be able to pick up the slack. 


Cooperative housing 


Beginning around 1948 there was a fairly strong movement for housing coop- 
eratives. A special provision was made for cooperatives in the Housing Act of 
1949, but it did not produce many cooperatives. In the Housing Amendments of 
1954 some new implements were added to the cooperative section of the 1949 act. 
Very limited progress has been made in the use of these new implements. Many 
people still have great faith in the possibilities of cooperative housing for middle- 
income families. I believe there is considerable hope for cooperative housing 
but I cannot see the type of mass development of housing cooperatives that will 
meet the needs of middle-income families. 


Housing needs in areas that are showing signs of deterioration 


We find a considerable number of areas in all our cities in which an extensive 
program and some spot clearance are needed to maintain good housing and neigh- 
borhood standards. We need a housing program that will lend itself to the con- 
servation of these areas. Many of the housing units in these areas could easily be 
converted from single-family houses to housing for at least two families. Some 
spot clearance and rebuilding would be necessary, but a program for such areas 
would call for an aggressive Government policy. The governmental organization 
eannot sit back and merely assume the role of a banker. Such areas also call for 
a unified approach on the part of Government. Unless a great change is made 
both on the national and on the local level in coordinating existing programs, I 
do not see a great dealofhopeahead.  . 

It is my hope that dynamic neighborhood organization may be able to imple- 
ment and stimulate governmental effort. The best measure of progress in such 
areas is the founding of new families. When all the new families from an area 
are moving to the suburbs then the area is gone. 


Incentives for the rebuilding of middle-income housing in cleared areas 


Some people are inclined to abandon hope for the building of middle-income 
housing in cleared areas. I cannot share this point of view. I am inclined to go 
along with the new incentives of section 221 of the Housing Act provided we 
have the new implements that are made available through the administration bill, 
but in order to do so we must have a land policy under which a certain amount 
of the land in these areas will be made available for relocation housing. It 
would also be desirable to consider the possibility of some public-housing units 
in the areas but these units should fit naturally into the private-honsing develop- 
ment. They should be small units. They should not consist of high-rise apart- 
ments such as we find in so many cities at the present time. 


The college pattern and middle-income housing 

Another approach to middle-income housing would be the extension of the col- 
lege direct Federal loan plan to this area. In extending this pattern to middle- 
income housing we need to be aware of the differences between the colleges and 
the ordinary community. In the colleges we have stable and responsible institu- 
tions. I believe, however, if this same pattern was available, it would be possi- 
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ple to find neighborhood philanthropic groups that would be willing to take ad- 
vantage of it for the purpose of building houses for their members. 


The Lehman bill 


Any committee that is endeavoring to make a broad attack on the problems of 
housing and urban redevelopment must inevitably give careful attention to the 
many worth-while provisions of the Lehman bill. 


Planning in metropolitan areas 


I assume that the provisions of the Lehman bill in regard to planning in metro- 
politan areas would represent a broad approach to the whole question of city 
land policy. I assume that Senator Sparkman’s plan for a housing commission 
would represent somewhat the same appreach. His bill would provide for a 
continuous study of the housing supply for middle-income and low-income groups 
and the relationship of this housing supply to the programs of urban redevelop- 
ment. 

Some might contend that the objectives of the Lehman and Sparkman bills 
could be accomplished by Senator Sparkman’s subcommittee of the Senate Com- 
mittee on Banking and Currency. The careful study that is indicated however 
by the Lehman and Sparkman bills could hardly be made by any congressiona? 
committee. 


A broader concept of the family 


Senator Lehman’s definition of the family would mean a great expansion in our 
concept of public housing. Under the “family” he would include not only the 
family with children but also single individuals and the aging. This opens up 
new fields that require specialized attention on the part of those interested in an 
adequate public-housing program. 


Provision for a National Mortgage Corporation 


The provision in Senator Lehman’s bill for a National Mortgage Corporation 
opens up new avenues in regard to governmental loans for middle-income housing. 
It reminds us that we cannot attack the problems of housing and redevelopment 
of our cities without striking at the very heart of our economy. The investments 
of Government in these areas at the present time are tremendous. It is not easy 
to deal with them in a piecemeal fashion. In this area we find ourselves facing 
questions that baffle the very best economists in our country. There is a real 
question as to how far we can deal with the question of Government credit in 
one area without reference to an overall Government approach. I frankly do 
not have the answer to this question, 


Questions of housing and urban redevelopment as a part of the larger demo- 
graphic questions growing out of the movement of rural populttion into our 
cities 

The movement of people from rural districts involves some basic questions of 
race relations. These questions lie at the very heart of our housing and redevel- 
opment programs. They raise the basic question of the integration of our colored 
people into our urban communities. Their pressure on the housing supply of 
our cities is very great. Many successful efforts are being made toward a gradual 
integration of the Negro into the various areas. We have many interesting and 
challenging illustrations of what can be accomplished under a gradual integration 
program, This is a rather slow process but it does offer a basic hope. The educa- 
tional program that is being carried on in many northern cities offers a great 
hope for a program of integration of various races just as we have had an integra- 
tion of various nationalities in the past. The successful efforts that have been 
nade in integrating the Negro should be studied with a view to their application 
in wider areas. One of the greatest dfficulties in the way of an integrated pro- 
gram is a lack of an adequate housing supply, and especially of an adequate 
supply of public housing for low-income families. 


Neighborhood self-help organization in housing and urban redevelopment 


There is no better hope for the building of neighborhood and family life than 
neighborhood self-help organization. We have many examples of this every- 
where throughout the country. People are coming together more and more to 
discuss their common problems and to work for a proper solution of them. These 
organizations are an evidence of the vast potentialities of the individual. They 
bring people together representing all groups, all religions, all races, for the 
purpose of working out their common problems. They are the basic element in 
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a democratic way of life. They bring people together on the basis of the brother. 
hood of man and the fatherhood of God. 


Housing for the aging 


One cannot fail to be impressed by the great interest in housing for the aging 
shown by the various provisions of the Sparkman, Payne, Lehman and admip. 
istration bills. The committee staff is also to be congratulated on its very 
excellent report on housing for the aged. In dealing with this question I fing 
myself in an area in which I have been interested for many years. I have done 
some of the original research on the aging. I have been complaining for the 
past 10 years at least about the lack of adequate research im this field. For , 
number of years there has been continuous emphasis on the lack of adequate 
research in this field. Recently a few universities have been doing a considerable 
amount of research on the aging, especially the University of Chicago and the 
University of California. I have tried to contribute my small part to a study 
of the aging in a St. Louis area which has just been published. I collaborated 
in making a similar study of an area in Cleveland some 3 years ago. 

In any program for the aging it is very important that we have continuous 
research in regard to their problems. The data available indicates that there 
has been a considerable improvement in the economic status of the aging in 
recent years. We have full employment, more work of all sorts for the aging, 
more family solidarity. The vast increase in OASI benefits and the number coy- 
ered has had a profound influence on the aging. 

When we are discussing housing for the aging, we are not talking about 
nursing homes. We are not talking about provisions for those who can no longer 
take care of themselves. This is one of the most serious problems confronting us 
in our time. This is a group of the aging for whom we haye very inadequate 
provision. In dealing with housing we are talking about the aging who are 
fairly well able to take care of themselves. 

I am well aware that in regard to public housing fer the aging there are two 
schools of thought. There is the school that would have the aging segregated 
in their own special projects. There are other groups that would spread them 
around among the ordinary families. Sometimes the people who are discussing 
these 2 approaches are talking about 2 different types of people. There are the 
aging who are taken care of in their own homes, who share their homes with 
their children, who live in relatives’ homes, who share apartments with relatives 
or with other families. These are the ordinary aging. They would prefer 
to be close to their own families and their own relatives. They want to share 
in the ordinary community activities. Then there are the aging who have never 
had much family life. These are the people that should be taken care of by 
public housing, at least in the beginning. I believe they would be satisfied to 
live in close proximity to other aging people. They would profit a good deal 
from association with other people. This is how the picture looks at the 
present time. It is, however, something that needs to be studied all the time 
if we are to have a housing program that suits the needs of the aging. 

It is important that we should have not only a public-housing program for the 
aging but that we should also make it pessible for them to aequire housing under 
the cooperative section of the Housing Act and that we should have the necessary 
amendments to title 207 of the Housing Act to make it possible for them to secure 
guaranteed loans for the construction of new housing units or the repair or con- 
version of existing housing units. In regard to privately financed housing for 
the aging, it should be very flexible. Our studies of the aging show that as their 
children grow up they frequently rent part of their homes in order to implement 
their income. In other words, they convert a fairly large 1-family house into a 
2- or 3-family house. Sometimes they turn over their home to a married son 
or daughter and retain a part of it for themselves. It should be possible for the 
Housing Agency to assist elderly people in making over their homes when they 
cannot undertake this responsibility themselves. Sometimes the aging are able 
to convert their homes with a small expenditure. The members of their families 
and their neighbors frequently help them in converting their homes and making 
the necessary repairs on them Sometimes what the aging people need is an 
addition to their home or the building of a small unit nearby. It should be pos- 
sible for them to obtain a guaranteed loan from the Federal Housing Administra- 
tion for this purpose. 

It should be possible for the Federal Housing Administration to assist families 
in getting together to organize a housing program. Since it would not be pos- 
sible for them in their own lifetime to liquidate the mortgages on their housing 
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gnits it will be necessary to have some nonprofit sponsoring agency that will be 
responsible for the actual operations which might include multifamily housing 
and cooperative housing. This agency would be responsible for keeping the units 
occupied. It should be responsible for the management of the projects. 

An illustration of the type of project that might be stimulated by the Housing 
Administration would be the model community for elderly people at Moose 
Haven, Fla. This project has one of the most interesting gerontological research 
laboratories in the country. It takes care of some 375 elderly people. 

Another development in recent years has been the Hotels for Seniors operated 
by Charles 8S. Lavin. The most interesting feature of this program is the fact 
that the elderly people themselves do practically all the work. This is in line 
with the best and most up-to-date methods of dealing with the aging. It makes 
them feel that they still have a contribution to make. It is the type of self-help 
program that should be encouraged by Government. 

The Federal Housing program should be sufficiently flexible to profit by the 
experience of the new trailer villages that have grown up in certain parts of the 
country. It should also be flexible enough to foster these new trailer villages. 

Interest in housing for the aging is bound to grow by leaps and bounds We will 
find a great deal of experimentation in this field. The aging are bound to become 
more and more articulate in their own behalf in dealing with housing programs. 
Those who are planning housing programs for the aging need to be conscious 
of the attitude of the aging not only toward housing but toward security, and 
toward all the problems that affect their welfare. They should not be thought 
of as a dependent group. They should be encouraged to use their own initiative, 
their own independence, and their own ability to work out their problems for 
themselves. Any type of program that undermines their initiative is bound to 
have a seriously depressing influence. In any kind of program for the aging we 
should keep in mind their desire to continue in useful and constructive work to 
the end of their lives. We must not look on the aging as children. They are full- 
grown adults, They like to think and to plan on their own. 


Senator Sparkman. This brings to an end the hearings. There 
will be some material to complete the record, but so far as the hearings 
are concerned, this bring them to an end. It is hoped that the com- 
mittee will be able to meet in executive session on April 12 and 
mark up the bill. The staff will have all of the materials assimilated 
and the hearings printed by that time. 

We have a letter in regard to H. R. 7540 which will be inserted in 
the record. It is in regard to the sale of housing in Hooks, Tex. 

(The letter referred to follows :) 


Hooks PuBLic SCHOOLS, 
Hooks, Tez., February 6, 1956. 
Senator Lynpon B. JOHNSON, 
Senate Office Building, Washington, D. C. 


Deak SENATOR JOHNSON: We have a Government housing project located 
here in the city of Hooks, which is used for employees on Red River Arsenal, 
the Government military installation here in Bowie County. These houses are 
adjacent to the arsenal, and since the arsenal was built here these houses have 
played a vital part in providing housing for workers on the arsenal. 

In the present movement to dispose of as much Government property as possible 
and not interfere with the normal operations, we heard that these houses were 
tobe sold These houses are used for workers playing a vital role in the economy 
of our country and also in the development of our school. Naturally, we are 
interested in these houses remaining here as long as there is a plant here. We 
feel that this can best be accomplished through the ownership of these houses 
by the city of Hooks. 

Last year, we checked this matter locally and in Washington and found that the 
houses had been declared surplus. We asked Congressman Patman to intro- 
duce a bill authorizing the sale of these houses to the city of Hooks. He has 
done that and we received word this morning that the bill had passed the House 
and was being sent to the Senate fer its action. This bill is H. R. 7540. We 
will appreciate it greatly if you will check in on this bill and push its considera- 
tion in the Senate as rapidly as possible. We feel that this will be rendering 
a service to the Nation as well as a service to the community. 

75333—56——47 
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Thanking you in advance for any consideration you may give this, I rem 


- ain 
Yours sincerely, 


L. H. Grirrin, Superintendent. 


Senator SparkMaNn. We have a statement and two telegrams in re- 
gard to the transfer of certain housing in Alexandria, Va., which wil] 
go into the record here. 

(The material referred to follows. ) 


STATEMENT OF LEROY 8. BENDHEIM, MAYOR, ALEXANDRIA, VA. 


I am Leroy 8. Bendheim, mayor of the city of Alexandria, Va. I am designated 
spokesman for the Alexandria delegation, which is composed of Councilman 
James M, Duncan; City Manager Ira F. Willard; V. Ward Boswell, chairman, 
Alexandria Redevelopment and Housing Authority; John Y. Kerr, executive di- 
rector of the local authority. 

We appear before you today in the interest of the city of Alexandria, Va., 
to urge favorable action on 8. 2736, which is a bill authorizing the Housing and 
Home Finance Administrator to sell and convey, at fair market value, to the 
city of Alexandria, Va., through its duly authorized agent, the Chinquapin 
Village housing project, designated as project No. VA 44131. 

To better acquaint members of the subcommittee with the physical situation 
and the relationship of the Chinquapin Village housing project to the city of 
Alexandria, there is attached to this statement, and marked “Exhibit A” a map 
showing the boundaries of the city of Alexandria, as well as the boundaries of 
the Chinquapin Village project within the large, black circle. 

As you will observe, this housing project is situated geographically in the 
central section of Alexandria. It covers an area of 33 acres surrounded by 
high-class residential districts. The project site is zoned by the city as R-8 
residential, which is the zoning classification for detached houses having a 
minimum ground area of 8,000 square feet. At present, the project site involves 
a nonconforming use, contrary to our legal zoning regulations. 

The project comprises 150 duplex buildings, totaling 300 dwelling units. It 
was constructed by the Navy Department in late 1940 and early 1941, just prior 
to World War II, to house naval civilian personnel which was being reeruited 
and brought into Alexandria for war work. It was planned exclusively by the 
Navy Department, and construction was begun without any prior notification 
to or consultation with city officials. 

In 1942, title to the project was transferred by Executive order from the 
Navy Department to the Federal Public Housing Authority (presently desig- 
nated as the Public Housing Administration). Immediately thereafter and 
effective July 1, 1942, our local housing agency, the Alexandria Redevelopment 
and Housing Authority, was requested by the Federal agency to aid in the war 
effort and accept the administration and management of this project on a non- 
profit lease basis. We in Alexandria were happy to respond to this call to war 
service. After there was no longer any need to house civilian naval personnel 
in this temporary housing, the nonprofit lease was continued with the Alex- 
andria Redevelopment and Housing Authority as a means to help alleviate the 
acute housing shortage for war veterans and servicemen. This need continues 
to exist for this large and deserving segment of our population, and makes 
available to 300 local families housing accommodations at rents which they 
ean afford. 

On May 16, 1955, the Public Housing Administration advised the Alexandria 
Redevelopment and Housing Authority of their intention to convey the Chin- 
quapin Village project to the Navy Department. This expressed intention 
aroused grave concern in the Alexandria City Council, as well as to the citizenry 
of our community. 

It is the considered and unanimous opinion of the City Council of Alexandria 
that such a transfer would not be in the best interests of the city nor the Com- 
monwealth of Virginia, for many reasons. These reasons are both social and 
economic. 

If the Public Housing Administration’s suggested transfer of the Chinquapin 
Village project to the Navy is carried through, our first concern would be the 
difficult, if not impossible, problem of rehousing 220 lower-income families. 
The remainder, or 80 of the dwelling units, are presently occupied by naval 
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military personnel, and we assume they would not be affected by the proposed 

ransier. " 
rere being in the Washington metropolitan district, as you know, is 
a high-rent market area and we are far short of enough adequate housing to 
take care of these families at rents which they can afford to pay. I mention 
this problem to you as one of our first concerns in order to emphasize to you the 
hardships which would be thrust upon these good citizens through no fault of 
their own if the pending plan should be allowed to prevail. 

In conferences with representatives of the Navy Department, we have under- 
stood no funds were available to make payments to the city in lieu of taxes. 
The city of Alexandria would be seriously affected by any such a loss in revenue. 
Along with most all other communities, we face constantly rising and pressing 
budgetary demands which make imperative the seeking of new sources of revenue 
to furnish necessary services for our expanding population. This steadily in- 
creasing influx of residents, whom we are delighted to welcome, stems from 
expanding Government personnel and activities in Washintgon. 

We also object to such a transfer of the project to the Navy Department 
because it would involve a continuing violation of the building laws and zoning 
laws of the city of Alexandria. It would mean a prolongation of the life of a 
project which the best estimates indicate should be discontinued in not more 
than 10 years without major rehabilitation. It would mean the maintenance of 
a project contrary to the master plan of the city of Alexandria. Moreover, 
and this is highly important, such continuation would cause serious deterioration 
of property value in the entire surrounding neighbohood, thereby greatly reduc- 
ing our real-estate tax revenue. It would mean the prolongation of a type of 
project which should be eliminated as soon as feasible so that the property 
could be returned to private enterprise for suitable development. It would 
mean the loss by the city of Alexandria and the Commonwealth of Virginia 
of control over local land, and the vesting of that control in the Federal Govern- 
ment, or one of its agencies. 

In this connection, it is interesting to note that the Federal Government is en- 
tering upon a policy of removing its war temporaries in Washington. 

In order to overcome the disadvantages and the detrimental effects on our 
community, S. 27386 has been offered. Under this enabling legislation, the com- 
munity could acquire all right, title, and interest in the project and could work 
out its disposition in a manner compatible with the best interests of the city 
and its people. We have considered other possible solutions to our problem, 
but under existing legislation the best we ever could attain would be to hold 
the situation in abeyance. 

Therefore, it is the unanimous opinion and desire of the City Council of the 
City of Alexandria, Va., that the project continue to be operated as low-rental 
housing by either the city of Alexandria or the Alexandria Redevelopment and 
Housing Authority until the need for such housing ceases to exist, or the life 
of the temporary structures is otherwise exhausted. At that time, the land 
embraced by the entire project should be sold to private enterprise for develop- 
ment compatible with the character of the neighborhood, and the laws and 
master plan of the city of Alexandria. 

We, therefore, most earnestly beg of you to report favorably and seek the 
passage of S, 2736. 

Our delegation will be glad to answer any questions the members of this com- 
mittee may desire to ask. As spokesman for the delegation, I shall direct 
your questions to the members of our delegation best qualified to answer. 


Thank you very much, gentlemen, for your courteous and interested considera- 
tion in this matter. 
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ALEXANDRIA, VA., Jarch 20, 1956. 
Hon JoHN SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

We strongly urge favorable consideration by your subcommittee and Com- 
mittee on Banking and Currency of S. 2736. This legislation, permitting trans- 
fer from Federal Government of certain housing here in Alexandria, is extremely 
important to our community and to many familities residing in the project. The 
transfer pursuant to this legislation would enable our community to develop an 
orderly systematic plan for gradual elimination of the housing without undue 
hardship to the families effected this matter. We deeply appreciate your 
assistance. 

Ira F, WILLArp, City Manager. 


ALEXANDRIA, VA., March 20, 1956. 
Hon. JoHN J. SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

We respectfully request approval by your committee of S. 2736. This bill 
which authorizes transfer at fair market value of certain temporary housing 
in the city of Alexandria is of great importance to this locality, and we are grate- 
ful for your assistance in this matter. 

V. WarRD BoswELL, 
Chairman, Alerandria Redevelopment and Housing Authority. 


(The following were received for the record :) 


Untrep Srates SENATE, 
April 9, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

Dear SENATOR FULBRIGHT: I should like to file this statement in support of 
S. 2848 introduced by me relative to the order of filling vacancies in armed 
services housing constructed or acquired under title VIII of the National Hous- 
ing Act. 

I would first like to state that the Federal Housing Administration has insured 
a total number of 269 such projects amounting to $674.3 million. Out of this 
number there are already 21 such projects in default, amounting to $48,932,525. 
Only this past year I raised a very serious question and objection to the military 
department awarding, without competitive bids, additional military housing to 
bases that had such housing already carrying a sizable vacancy total. F 

If some safeguard is not placed on the percentage of rentals allocated to the 
present existing military housing that must be rented prior to later constructed 
housing, then it is only natural to assume that the newer the construction the more 
applications will be made for rental of same, leaving the older construction with 
the so-called leftovers. This could and would, in my opinion, place in jeopardy 
many existing projects and millions of dollars of good and adequate housing 
already built—just another example of the taxpayers’ money competing against 
itself with nothing to gain and all to lose. But if a bill such as mine—S. 2848— 
were enacted into law, it would be a safeguard and deterrent to sponsor and 
military alike not to overbuild. No one could justify before Congress the building 
of new housing not needed which would very definitely be shown if not rented. 

It is only just and fair that the millions of dollars already insured by the 
Federal Government be protected and that the original sponsors of such projects 
be protected. If the military knew that by law the allocation of such housing was 
required by seniority of projects as completed, which is only just and fair, then 
I say they would think a long time before authorizing additional housing to be 
built that would have many vacancies. 

There is no one more desirous of adequate housing for military personnel 
than I. Senate bill 2848 does not in any way limit or deter such proven needs, 
but instead serves as a safeguard for the American taxpayers’ money already 
invested and that to come. 

I strongly urge serious consideration of S. 2848, 

Sincerely yours, 
OLIN D. JoHNsTON. 
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Poticy STATEMENT BY THE MORTGAGE BANKERS ASSOCIATION OF AMERICA oN 
Housing AND HousiInG FINANCE LEGISLATION, APPROVED, AS AMENDED, BY THE 
Boarp oF GOVERNORS OF THE ASSOCIATION, APRIL 7, 1956 


INTEREST RATES AND DISCOUNTS 


What can Congress do to hold down the cost of the money a family borrows 
to buy a home? The answer: Stimulate the supply of money seeking investment 
in home mortgages—create the maximum competition among investors to lend. 

The price of money behaves like any other commodity going into the cost of a 
house. As the supply of money exceeds the demand, the price tends to decline. 
Conversely, of course, as the supply of money narrows and the demand increases, 
then the price tends to rise. This is fundamental to our whole economy and to 
the free competitive system which Congress polices and protects. 

Congress has done much to stimulate great increases in the supply of money 
seeking investment in home mortgages. The system of FHA mortgage insurance 
and VA guaranties permits investors to lend in amounts and on terms which 
would otherwise be legally impossible. The Government guaranty attracts 
many investors who could not otherwise be in this field. It gives strength and 
quality to high-ratio long-term mortgages which cause them to be attractive at 
rates which would otherwise be unthinkable. 

But, Congress having acted wisely to build up the supply of money for home 
financing can only also block off important quantities of the potential money 
supply by erecting barriers which shut off some streams of money from flowing 
into the home financing reservoir. These barriers usually come in some form 
of price control intended to be in the borrower's best interest but which, in the 
long run, work against it. 

Consider another situation in the housing field. The Government pledges its 
credit to support the bonds issued by local housing authorities to build new 
public housing projects. Furthermore, the income from these bonds is free from 
Federal income taxation. Now, suppose that Congress had decided that since 
it was putting the Government’s credit on these bonds, it should also rigidly 
control their rates; that in no event should the interest rate exceed a fixed 
percent. Immediately all investors seeking a higher return than Congress felt 
appropriate would have been driven out of the market into other fields of invest- 
ment. This would have narrowed the supply and vastly increased the difficulties 
of the housing authorities in financing the public-housing program. But Congress 
has, properly, allowed these bonds to find their place in the market with the result 
that there has been a variation of nearly 1 percent between the high and low 
rates paid by the local authorities. 

In the home loan field, the same law of supply and demand operates. When 
Congress fixes the interest rate which can be charged on an FHA or a VA 
loan it prevents that rate from becoming an attractive rate when the supply 
of meney contracts. This automatically drives investors from the market at a 
time when they are most needed in it. It erects a barrier which blocks off from 
the prospective homeowner a stream of money which might otherwise be com- 
peting for his business. Obviously, Congress neither wants nor intends to control 
the entire money market, but so long as there are enormous areas in the market 
which are free to fluctuate in response to the supply and demand of money, then 
investors will leave the home financing field whenever controlled rates make 
this field less attractive competitively. 

Congress will do well to face this issue squarely. Whatever its good inten- 
tions may be, it does not serve well the interest of the prospective homeowner, 
veteran or nonveteran, by controlling the rates on FHA and VA loans. The 
money market must have some means of moving up and down in the home finance 
field or there will be times when investors will move out. Congress should en- 
courage the maximum competition among investors to lend by lifting the controls 
over interest rates on FHA and VA loans. 

Would this cause interest rates to rise in some types of housing and in some 
sections of the country? Perhaps. Some developments, some houses, and some 
borrowers are looked upon with less favor among investors than others. Con- 
zress should never want it otherwise. It is this kind of selective underwriting 
which makes an award for quality development and thoughtful lending and exerts 
a pressure against unsound development. These market opinions regarding the 
quality of an investment are now reflected by the size of the discount at which 
the mortgages find a taker. If interest rates were free to move in response to 
the supply of money, many of these loans might be placed at par, but at rates 
which reflected the market estimate of their competitive quality. 
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Similarly, there are sections of the country in which the supply of money is 

jess favorable in relationship to demand than in others. These are now the 
areas of deepest discounts. If the interest rate were free to move in response 
to supply and demand, the rates would tend to go up in these areas. This, in 
turn, would attract an increasing flow of funds and in the long run, it would 
have the effect of increasing the supply and thus pressing the rate downward 
ynce again. 
The fact is that Congress cannot and does not control the cost of money by 
attempting to do so. By controlling interest rates, it compels discounts. If it 
controls both discounts and interest rates, it drives money out of the market into 
other fields of investment. 

What about discounts? Do they serve any necessary or useful purpose? Defi- 
nitely, yes. Even if there were no controls over interest rates discounts would be 
necessary to an effective home financing operation. Discounts permit many 
solutions, in the borrowers’ best interests, which cannot be accomplished by 
variation in interest rate. They permit much smaller variations in rate than 
are practicable through modification of interest rates. For example, interest 
rates, even if flexible, would change infractions no smaller than one-fourth of 1 
percent but, through discounts, rate variations of one-tenth of 1 percent and 
less can be reflected. On a 25-year loan, it takes a 5 percent discount to equal 
a one-half of 1 percent increase in interest rate. 

Discounts are essential to warehousing loans in order to accumulate mortgages 
to offer for immediate delivery to investors. A substantial discount is often 
essential during the warehousing period to protect the commercial banker. But 
the warehousing process permits sale of the mortgages later at a higher price 
and thus, in the long run, reduces the cost to the builder and the borrower. 
The discount facilitates orderly and effective marketing of mortgages at the 
best possible price. The discount device permits a sensitive evaluation of the 
quality of mortgages by the secondary market. Neighborhood characteristics, 
appeal of the house, strength of the borrower can all be reflected more precisely 
and more equitably through variation in discounts than through variation in 
interest rates. 

it would not help the borrower to limit discounts. It would simply introduce 
one more barrier to block the flow of money into home financing and thereby 
chase some investors from the market. Over the long pull, Congress will help 
the borrower most by encouraging the greatest possible competition to lend. This 
is not achieved by controlling either interest rates or discounts. 


PENSION FUNDS 


Are there other means of increasing the supply of money seeking investment 
in home mortgages? Yes, there is a huge stream of investment funds which is 
largely bypassing the home-financing reservoir. It is the pension funds. There 
is little, if anything, that Congress can or should do about it. It is a job pri- 
marily for us—the mortgage bankers, the mortgage brokers, and the home 
builders. The industry itself must find a way to attract a substantial part of 
this investment stream into home-mortgage lending. The pension funds, which 
are self-administered or administered by trust companies, now have total assets 
in the neighborhood of $20 billion. Their growth has been recent and rapid. 
It is continuing at a tremendous rate. So far, these funds have been invested 
almost entirely in securities other than mortgages. Many efforts are now being 
made to sell the pension funds on the advantages of home mortgages and to 
correct the mechanical conditions which, so far, have made it difficult for many 
of them to invest in mortgages. Recently, there have been a number of successful 
“breakthroughs.” Several pension funds have purchased mortgages. The first 
of the new military housing loans is reported to have been accepted by a pension 
fund. Fund administrators throughout the country are giving thoughtful atten- 
tion to the home-mortgage field. The Mortgage Bankers Association’s pension 
fund committee has been working earnestly for several years to bring the pension 
fund actively into home financing. We will continue our efforts in this direc- 
= bir mo with congressional committees and governmental agencies as 

ppropriate. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


_The secondary market operations of the Federal National Mortgage Associa- 
tion, as reconstituted in the Housing Act of 1954, fulfill a useful support function 
in the housing market. As it is presently administered, its facilities are avail- 
able only at a substantial penalty. Its availability on penalty terms has pre- 
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vented its use as a general substitute for private money but at the same time 
has provided a means for supplying liquidity to mortgage companies ang 
builders hard pressed by changing money conditions. Any appreciable reduction 
in the penalty provisions will bring the Government into direct competition with 
the private market and will enormously increase the demand for Federal funds 
for home mortgages. This would be a wholly unnecessary drain on Feder) 
funds and an unhealthy commitment by the Government in a field for whic, 
there is no need or justification for direct Government intervention. 

The FNMA should be retained as an instrumentality for emergency use in the 
mortgage market. It would be unwise to reduce the stock-purchase requirement 
so as to provide easy access to a virtually unlimited source of Government- 
guaranteed credit. This move would insulate the mortgage market from the 
restraints exercised through monetary policy by the Federal Reserve and the 
Treasury and would make it more difficult to use monetary action in maintaining 
economic stability. 

Recently action has been taken to permit sellers of mortgages to FNMA to 
repurchase their loans at a later time at the original sales price. If this device 
is employed with restraint and with charges high enough to discourage its 
misuse, it can prove to be an appropriate means for relieving private lenders from 
extreme financial loss and from preventing building activity from suffering a 
sudden withdrawal of credit. 

However, there is danger that builders and mortgage lenders may be encour. 
aged by the availability of a relatively painless method of escape from their 
indiscretions to proceed with substantial operations in advance of obtaining firm 
commitments from investors. Such a misuse of the device will result in an 
infusion of short-term credit into the mortgage system with serious infllationary 
potentialities. We strongly urge FNMA to limit the credit expansion permitted 
by this arrangement to the growth of true savings estimated to be available 
from mortgage-investing institutions within the 9-month option period. 

Enlargement of FNMA’s authority to provide a market for loans purchased 
under its special assistance programs could be harmful to the economy generally 
and to the expressed purpose of FNMA’s eventually becoming an independent 
organization, since purchases under the special assistance program are made 


at prices above the market and thus represent an indirect subsidy by the Federal 
Government. 


Because of FNMA’s potential impact on the whole structure of the money 
market, we strongly urge close consultation between Congress and the Federal 
Reserve on its operations and, further, we urge Congress to consider reshaping 


the board of directors of FNMA to include representatives from the Federal 
Reserve and the Treasury. 


THE VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


One of the most important developments in recent years in the home mortgage 
field has been the performance of VHMCP. The system of home mortgage lend- 
ing which now prevails in the United States is a product of growth over the past 
20 years. During that time the insurance companies have developed their net- 
work of correspondents in the cities and towns across the country. The savings 
banks of New York and New England, which, until recent years, had been unable 
to reach out beyond their immediate localities, now invest, through their local 
mortgage bankers, in home mortgages in virtually every State in the Union. The 
insurance companies and savings banks are now represented by more than 1,000 
local mortgage bankers who invest their money for them in the thousands of 
cities and towns of the country. Naturally these investors have been first 
attracted to the communities in which there has been the greatest demand for 
money and the largest supply of mortgages seeking investment. This has meant 
that many of the smaller towns and very small villages of the country have not 
been reached by these investors and have relied entirely on the investment funds 
locally available. 

When local funds have been inadequate to meet local demands and when sec 
ondary market funds have been unavailable, a tight situation has developed. This 
gave rise to the program for direct Government lending in remote areas. To 
make it possible for the insurance companies and savings banks (the secondary 
market lenders) to discover the sources of these local shortages the investors 
themselves proposed to the last session of Congress the establishment of a system 
which would assist a borrower anywhere in the United States to find nis way 
into the lending system which was serving so well the great preponderance of 
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the country. It was im this spirit and for this purpose that VHMCP was estab- 
lished. It was and is a remarkably ingenious solution. It is machinery by 
which the Government, without controls or subsidies, brings the private money 
market in touch with borrowers in remote areas and with minority groups whose 
special needs are sometimes overlooked. 

It is a new program. It is hard to believe that it has achieved so much in such 
a short life. In less than 12 months it has built up its local committees and their 
executive directors. It has worked out forms, systems, and procedures for which 
there was no precedent whatsoever. It has brought hundreds of investors into 
thousands of small communities with which they had no previous contact. It 
has developed activity in this field at a rate now in excess of $200 million per 
vear. To this extent it is making it unnecessary for the Federal Government to 
jend its funds. If this splendid agency is given the encouragement and support 
which it deserves from the Government, the lenders, the builders, the veterans’ 
organizations, the Congress, and all others concerned, we will have worked out a 
fine solution for a very important and difficult problem. 

With VHMCP increasing in effectiveness, as it is, it is unnecessary to increase 
the Federal Government direct lending program. The presently authorized 
revolving fund should be more than adequate to provide for the few loans which 
escape the operations of the new and improving system. 


THE FEDERAL HOUSING ADMINISTRATION 


The Federal Housing Administration has never been released to fully perform 
the dynamic role of which it is capable. We propose a series of steps, which taken 
collectively, could free the FHA from the clutter of “special” programs which 
confuse its activities and from an unnecessary layer of administrative supervision 
and control. This revitalized FHA could find solutions through its normal opera- 
tions for many “special” problems which one by one become the target of 
“special” legislation programs. We recommend : 

(1) That the Federal Housing Administration be incorporated as a Govern- 
ment-owned corporation ; managed by a board of directors and presided over by 
a president—all appointed by the President. 

(2) That the FHA be made fully accountable for its operating policies, 
reporting directly to Congress and the President. 

(3) The FHA be required to operate within the income received from fees and 
premiums, after setting up appropriate reserves to cover future losses, and that 
net income above reserves and operating expenses be turned over to the Treasury. 
It would thus be unnecessary for Congress to make annual authorizations for 
FHA’s operations, and FHA, in turn, would be able to organize its staff as 
required to carry out its mortgage insurance responsibilities. In this connection 
it is to be noted that the FHA is not a subsidized operation; that it receives no 
money from the Treasury ; that its losses have been fully covered by its insurance 
premiums ; and that it is, therefore, a fully self-supporting operation. 

(4) That the FHA be permitted and required to adjust the mortgage insurance 
premium which it charges to its estimate of the risk assumed in each type of 
mortgage transaction. 

If the FHA were thus administering a flexible program of mortgage insurance, 
in which it adjusted the premium to the risk, it would be possible for it to enter 
fields in which it is not now operating by increasing its mortgage insurance pre- 
mium, and it would also be possible for it to reduce the cost of some kinds of 
borrowing by reducing its insurance premiums. 

An exhaustive actuarial study of the status of FHA’s insurance reserves has 
recently been completed. This report demonstrates that these reserves are more 
than adequate to withstand the shock of a severe real-estate depression. It indi- 
cates that in many categories of risk the insurance premiums might be substan- 
tially reduced. It also indicates that even in those categories regarded as 
particularly hazardous the accumulation of insurance reserves is adequate to 
cover any reasonable projection of future losses. 

If the FHA acted on the basis of such actuarial studies it would reshape its 
insurance charges to meet actual and indicated experience. For example, the 
FHA might undertake a much bolder and more aggressive policy of mortgage 
insurance on older houses in older areas of our inner city by setting insurance 
premiums high enough to cover its estimate of risk. This infusion of mottgage 
credit into these areas of our cities would be an enormous stimulant to extensive 
rehabilitation and legitimate homeownership. This activity would, year by 
year, strengthen these areas and lesSen the risk assumed, thus permitting a grad- 
ual reduction in insurance premiums as the years go by. 
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The military housing program might never have required the complicated anq 
circuitous system which is now in effect if the FHA had worked out years ag, 
a mortgage insurance contract with the military which gave expression to jt, 
estimate of the actual risk in each case. It is possible that other housing pro- 
grams, such as cooperatives and college dormitories, might readily be fitteg 
within this new framework of FHA operations with nothing more than ap 
authorization by Congress for the FHA to operate in these fields. Terms ang 
conditions would not need to be rigidly set by Congress, as these, of course 
affect risk and could be negotiated in accordance with risk considerations. : 

(5) That consideration be given to a plan by which private investors wong 
gradually purchase stock in the Federal Housing Administration, building up its 
capital reserves and gradually transferring its ownership away from the Federa| 
Government. It is not recommended that control over its operations ever be 
fully removed from the Federal Government, particularly from a policy stand. 
point. Its board of directors should be appointed by the President, regardless 
of the ownership. But, the assumption of ownership responsibility by investors 
could result in an active interest in its operations and management, which could 
reduce expenses, improve efficiency and broaden its activities. 

The combination of an FHA organized to adjust its rates and thus broaden its 
operations, together with a freely moving interest rate and discount system 
would bring both the FHA and the investors into new fields. It would give our 
economy a strong, new force of tremendous importance in relieving special! trouble 
spots in our housing picture, and in revitalizing the older wornout areas of 
our cities. 

Regarding the operations of the FHA, under its present structure, we have 
several recommendations as to presently authorized and proposed programs: 

(a) Unused titles, such as title VII an title LX, should be eliminated. 

(b) The program for insurance of loans on trailer parks involves an unneces- 
sary activity by the FHA and gives support to a housing program whose standards 
are below the minimum which should be acceptable as a matter of national 
housing policy. It is recommended that this unsound program be terminated. 

(c) Military housing (FHA title VIII) : We are aware of the need for adii- 
tional housing at Army, Air Force, and naval bases, particularly in the case of 
new and expanded establishments. While we believe that a system of building 
such housing through the use of the FHA will result in adequate housing at con- 
siderably lower total cost than if it is furnished through direct appropriation, 
under the present law the Defense Department guarantees the FHA which must 
then insure the mortgage regardless of its analysis of the housing market at the 
particular base. This means that the Military Establishment and its base com- 
manders are freed from the disciplines with which they would be faced if the 
housin requirements were competing with other requests for appropriations in 
the defense budget and because the FHA is unable to limit the quantity of housing, 
this system is also free of the controls which would normally be imposed through 
underwriting analysis of the housing market. The result is a clear invitation for 
substantial overestimating of housing needs and substantial overconstruction at 
military bases. This can result in large and unnecessary financial loss. It can 
also exert an extremely adverse pressure On existing housing projects, many of 
which are FHA insured, near these bases. 

Although it is useful to find the way to use the FHA facility to meet this 
housing need, it is important that the FHA’s underwriting experience and skill 
be used to closely supervise and control the quantity of housing which is actually 
built. The FHA should have not only the right but the responsibility for making 
the Military Establishment prove its case for the quantity of housing at each and 
should be the final authority in approving the size of each project. 

(d) Rental housing (FHA, secs. 207, 220) : There can be no substantial rental 
housing program through the FHA so long as present requirements for cost cer- 
tification are continued. The cost of a project cannot be determined to a legal 
certainty in the manner now required. Neither a lender nor a builder can protect 
himself against the possibility of a future reopening of a rental housing project 
with resulting challenge by the Government of the eligibility of the original loan 
amount. The threat of possible criminal charges hangs indefinitely over the 
builder. 

Cost certification in any form will inhibit new rental housing construction, 
but in its present form it will virtually prevent it altogether. If some form of 
certification is considered by Congress to be essential, then it should be so geared 
that agreement can be reached upon completion of the job by renegotiation between 
the builder and the FHA. Such agreement would become final and not be subject 
to reopening at a future date. 
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with cost certification so revised, some rental housing projects might move 

forward—particularly under section 220, where loans of 90 percent of cost are 
jigible 
ae Title 1: Proposals to raise the maximum loan amount to $3,500 for 
1- to 4-family residential and for nonresidential property ; and, for multifamily 
projects, to $16,000 (or an average of $2,500 per dwelling), as well as the exten- 
sion of maximum maturity to 5 years and 32 days, are endorsed. 
’ (¢) FHA insurance authorization: The imsurance authorization should be 
increased as necessary. It would make sense to give a sufficiently high outside 
limit to FHA authorization to permit it to operate within that limit on a revoly- 
ing basis, Without requiring new congressional authorization annually. 

(g) Housing for the aged: Proposals permitting a person other than the 
mort gagor to make the required downpayment in any case where the mortgagor 
is more than 60 years of age, are reasonable and should be adopted. Similarly, 
there is nothing objectionable about giving a preference to older persons in FHA- 
nsured rental projects. However, there is no justification for a special program 
of mortgage insurance or rental housing for the aged. There is not sufficient 
evidence of a need for special projects of this kind. With our many programs 
for pensions and social security; with the decrease in family financial burdens 
of older persons; with an increasing housing supply and with programs for over- 
all improvement of the condition of our housing inventory, there is no reason 
to make a special mortgage insurance program to care for aged persons. 

The actual result of a program for this purpose will be to provide higher ratio 
mortgage insurance on a particular form of housing. Developers will be at- 
tracted to this section of the law and will conform with it, not primarily in order 
to provide housing for the aged, but in order to get 90 percent loans on new 
apartment projects. Recent housing legislation has given preference to projects 
with two bedrooms or more. New proposals, if adopted, would swing the pendu- 
jum in the opposite direction and give emphasis to projects emphasizing smaller 
ynits. The Government, the housing market, the aged and the young would all 
he better off if a workable overall rental housing program were permitted to 
operate so that the housing built under it responded to market demand rather 
than to special advantages created by congressional action. 

(h) Section 221: This attempt to induce the construction of new houses to 
meet the relocation needs of low-income families is unsound and unworkable. 
As our slum areas are cleared or rehabilitated under the urban renewal program, 
families displaced must be relocated with the help and guidance of local reloca- 
tion agencies. The law requires such a system. The lowest income families will 
be relocated as a result of the turnover in local public housing and other low- 
rent existing housing. Families of moderate income will be relocated in dwell- 
ing units for sale and rent in the next higher brackets in the supply. Some of 
the families relocated will be able to afford new housing offered for sale or rent. 
But, most families, in all income levels, regardless of the reason for the move 
which they are making, will meet their housing needs out of the existing supply 
and not out of the new housing market. There are more than 45 million dwelling 
units in our towns and cities. The new housing in any one year has never 
reached 3% percent of this supply. On the average, 20 percent of our population 
or 9 million families are moving every year. Less than 15 percent of these 
families will be eared for in new housing, no matter what their income status 
may be, 

The real purpose of our relocation effort should be to assure expert help and 
guidance to families displaced by the urban renewal program. Furthermore, 
we must continually improve the condition of all our housing in order that it 
becomes impossible, at the earliest possible date, for any family to occupy a sub- 
standard dwelling unit because none is allowed to exist. 

The effort to meet this relocation need through the construction of new pri- 
vately built housing for sale is misguided. Far better housing in much larger 
quantity can ge found in the existing supply. It is unnecessary and unreasonable 
to distort the FHA mortgage insurance program with 100 percent loans for 40 
years. No investor should be furnished the special insurance privileges which 
section 221 affords. Proposals to raise the limits on section 221 loans above 
$8,000 expose the illogic of this section. They would raise the loan limit beyond 
the financial limits of the people for whom it is intended. This section of the law 
is misleading and deceptive, in that it proposes to do what cannot be accomplished. 
Section 221 should not be renewed. 

_ (i) The Veterans’ Administration: (1) Extension of the Servicemen’s Read- 
Justment Aet of 1944, as amended: Benefits under this act for veterans of 
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World War II will expire on June 30, 1957. Of the eligible veterans it is eg, 
mated that about 10 to 11 million still have not utilized their rights under tpi, 
program. While the association considers that an effort should be made over 
a long term to consolidate the VA loan guaranty program with the insuring operg. 
tions of FHA, it is our belief that any such proposal can probably not be effecty. 
ated prior to the June 30, 1957, cutoff date, particularly since the rights of yer. 
erans of the Korean war do not expire until January 31, 1965. We, therefor 
recommend a 3-year extension of the benefits available to World War IT veterang: 
and, in order to avoid the complications we forsee if the extension is not enacteg 
until 1957, we recommend that Congress enact the extension now. 

2) The VA loan program is one of the largest and most important programs 
operated by the Veterans’ Administration. The status of the program and jts 
director is wholly inappropriate for its importance to the Veterans’ Administr. 
tion and to the country. The loan guaranty officers in the field do not report 
to the director of the program and the director operates without the benetit of 
his own counsel. It is important to give this effort the identity and stature whic) 
its operations require. It is recommended that the director be made a deputy 
administrator of the Veterans’ Administration, responsible directly to the Aq- 
ministrator of Veterans Affairs for the administration of the loan guaranty 
program. The loan guaranty officers in the field should in turn report directly 
to him and he should be provided with his own counsel to advise him on the lega| 
operations of the program. 

(3) Much progress has been made in ironing out discrepancies in areas of con- 
flict between FHA and VA, but there are important instances where improvement 
could be effected at a substantial benefit to veteran borrowers in the home- 
building industry. There is no justification for the duplication in procession 
which is required when a builder does business with both the VA and the FHA. 
These duplications add greatly to a builder’s cost and therefore to the cost of the 
house. They achieve no necessary or useful purpose and these two agencies 
should be compelled to get together and develop a means to eliminate this cun- 
bersome duplication in procedure. 


URBAN RENEWAL 


Urban Renewal, to be effective, must put to work all the tools available to the 
city for combating slums and blight. Wornout houses must be demolished and 
the cleared land put to its best new use. Houses worth saving must be rehabili- 
tated to acceptable minimum standards; school and recreation areas provided: 
adverse uses removed ; streets replanned and traffic rerouted to protect residential 
neighborhoods. The supply of existing housing must be analyzed to determine 
whether or not there is an adequate supply of relocation housing to meet the 
needs of the families displaced by the urban renewal program. If the existing 
supply is insufficient, then new relocation housing must be provided at appropriate 
rental. ae 

No one element in this program can alone be effective in renewing an American 
city. Neither public housing, nor redevelopment, nor rehabilitation can alone rid 
our cities of their slums. If we have learned anything about this problem in 
the past 15 years, we have surely learned that piecemeal attacks will not work. 
A thorough, complete, comprehensive program is required. This is what is meant 
by urban renewal and that is the major contribution of the Housing Act of 1954. 

There is no justification for Federal assistance in any phase of urban renewal 
unless a city is ready to face up to its problems and launch a full-seale, thorough- 
going urban renewal program. The Housing Act of 1954 required each city to 
prove that it had a workable program for urban renewal as a precondition to 
Federal aid. This is a sound concept, and it says simply that a city shall not 
receive any form of Federal aid—public housing, grants for redevelopment, FHA 
section 220 insurance—unless and until it has set in motion a workable program 
for attacking the slums along its entire front. In other words, the city must do 
its part before calling on the Federal Government for help. This makes sense. 

It holds out an inducement to the city to take the kind of action it ought to 
take anyway. It protects the Federal Government's investment by making it a 
part of a comprehensive program designed to lift the city out of its slum condi- 
tion. It compels the kind of cooperation at both Federal and local levels without 
which urban renewal can never really move ahead. 

The workable program concept was badly weakened in the Housing Act of 
1955 by freeing public housing from its requirements. This wasa mistake. Why 
should any city which refuses to meet the requirements for a workable program 
for slum elimination be entitled to Federal public housing assistance? This 
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equirement should be restored as a precondition to Federal aid in the slum field 
and the standards for an acceptable workable program should be progressively 

aised as experience with urban renewal permits. 

Futhermore, the quantity of public housing for which any city is eligible should 
he limited to that which is needed to meet the relocation needs created by the 

irban renewal program. The workable program test would require a city to 
iay out a plan for the total elimination of its slums. Such a plan must deal with 
the relocation requirements of displaced families. To meet such needs, the local 
-ommunity will first estimate the available supply of existing housing, including 
the supply which becomes available from the turnover in the existing public 
housing supply. Many cities will find that, together with the other private hous- 
ing which is available, there is already a sufficient supply of private and public 
housing to keep pace with the urban renewal relocation schedule. Other cities 
may not. This test, worked out originally by the President’s Advisory Com- 
mittee on Housing Programs and Policies, contributed enermously to an elimina- 
tion of the controversy over public housing. It was agreed to by people repre- 
senting all segments of the housing field, both public and private. By restoring 
this test, Congress will put an automatic thermostat on the public housing pro- 
zram, permitting it to expand or contract in accordance with actual requirements 
in the renewal of our cities. 

Although the nature of the urban renewal task involves greater time lags 
than any of us would like to see, this should not be used as an excuse for unag- 
sressive, unimaginative, or clumsy administration of the program. Thoughtful 
complaints from around the country on specific projects strongly indicate that 
the administration of the urban renewal program can and must be substantially 
improved if the program is to get underway. Too many projects in too many 
cities are taking far too long in both the Urban Renewal Administration and 
the Federal Housing Administration. There must be a fresh, new determina- 
tion to get these programs going and to cut through the redtape which has bogged 
them down to date. 

Cost certification requirements, under section 220, must be eliminated or sub- 
stantially revised. before there can be any large-scale use of the rental housing 
provisions of section 220. 

COLLEGE HOUSING 


Congress and the country must face up to the future demands of such programs 
as the college housing program. This program began with an authorization for 
$250 million in Government loans for college dormitories. It has been enlarged 
to $500 million and the eligible purposes have been extended to include all non- 
teaching college facilities. It is now proposed to increase the authorized total 
to $600 million. There is an much justification for the extension of the program 
and for the increase as there was for the initial program. Similarly there will 
be equal justification for other Government lending programs to meet other special 
needs. There is every reason to expect the total to become enormous. 

If easy money is made available at rates below the market rate, we can all 
be sure that there will be an increasing demand for such money. Such pro- 
grams, by their very nature, generate the demand for their further increase. 

If the Federal Housing Administration were established as the kind of agency 
proposed earlier in this statement adjusting its insurance rates in accordance 
with risk, this is the kind of housing need which might be met through a mort- 
gage insurance program without the requirement for an allocation of Federal 
funds. 

It is strongly recommended that the future potential of the college housing 
program and other such special calls for funds be examined in terms of their 
future potential, and a congressional policy established which avoids direct 
Government lending and finds the way to draw private investment funds soundly 
into these fields. 

HOUSING STATISTICS 


Since we recognize that the soundness of both public and private decisions in 
respect to building and mortgage lending activity depends upon having accurate 
and comprehensive information, we strongly recommend appropriation of the 
funds proposed for the Department of Commerce and Labor in the President’s 
budget, to make possible needed improvements and additions to our statistics 
on construction, including an intercensSal inventory of housing. 
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TAXATION 


Because of a defect in the Internal Revenue Code, the income of real-estate 
investments trusts is subject to double taxation, whereas the income from go. 
curity investment trusts is taxable only to the beneficiary. This circumstance 
is an obvious inhibition to mortgage investment through an important and grow. 
ing source of long-term savings. We, therefore, urge the removal of this dig. 
ability to real-estate investment trusts as contemplated by a pending amendmen; 
to the Internal Revenue Act (H. R. 4392, introduced by Representative Richarg 
Simpson of Pennsylvania), which would permit such trusts to be taxable on the 
same basis as security investment trusts. We would further recommend that 
taxation of the income from the real estate and mortgage holdings of investment 
trusts of whatever type be on the same basis as that on other income. 


DEPARTMENT OF URBAN AFFAIRS 


In line with MBA policies looking to the simplification and independence of 
the Federal Housing Administration and the reduction of the area of Federa| 
intervention in the mortgage and housing areas, we would oppose any proposal 
further to strengthen the dominance of the Housing and Home Finance Agency 
by giving its Administrator cabinet status or by other means. 


STATEMENT BY EpMuUND R. Purves, EXECUTIVE DIRECTOR, THE AMERICAN INSTITUTE 
OF ARCHITECTS 


The American Institute of Architects is the only national organization of the 
architectural profession in the United States. Its 120 chapters and 11 State 
organizations are located in every State in the Union and in certain United 
States possessions. The organization’s membership of nearly 11,000 registered 
architects comprises the majority of all practicing architects in the country. The 
institute is qualified to express the views of the profession. 

The institute wishes to go on record in favor of a realistic and workable public- 
housing program and wishes to make the following brief comments relating to 
the establishment of such a program. 

In order to achieve the desired results we should like to see the Congress 
authorize a continuing program for a period of at least 5 years. Difficulties 
have occurred in the past because it has been virtually impossible for either 
the Public Housing Administration or local public-housing authorities to develop 
stabilized, well-planned long-range programs in the face of annual fluctuations 
in the number of authorized units from one year to the next. 

We are in full accord with Commissioner Slusser’s expressed views on the 
need for local autonomy in carrying through public-housing projects and enthv- 
siastically commend his recent statement that, “Frankly, the less I see of the 
Federal Government in the picture the better I like it.” 

We deplore the introduction of Federal controls into the local picture and 
strongly urge that they be reduced to the absolute minimum that is consistent 
with assuring achievement of the overall purpose and objectives of the public- 
housing program. 

The institute urges the proposed increase in Federal grants for urban planning 
as a necessary implementation to the overall urban renewal program. As 
proper planning is the essence of the whole concept and objective of urban 
renewal, funds must be made available to provide for advance planning of 
projects. In order to gain the necessary public support for an urban renewal 
project the community should have available for its consideration the proposed 
overall plans for redevelopment of the area. 

The institute also supports strongly the proposed additional authorization 
for Federal assistance to urban areas requiring redevelopment or rehabilitation 
as the result of a major disaster. To rebuild properly the flood-damaged areas 
in Hastern States, California, and the Northwest, requires coordinated and long- 
range planning. We believe that the broad concepts on which the urban renewal 
and redevelopment programs are based should be applied in these disaster areas 
and therefore urge this additional authorization. 


Senator Sparkman. We will recess, subject to call of the chair. 
(Whereupon, at 12:06 p. m. Thursday, March 29, 1956, the sub- 
committee recessed, subject to the call of the chairman. ) 
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